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[Defendants’ Exhibit No. 29 reads as follows:] 

DOLLAR STEAMSHIP LINE 
(Incorporated in California) 

BALANCE SHEET—December 31st, 1937 

ASSETS 

Investments in Capital Stocks of Affiliated Companies, 
at Cost: 

Dollar Steamship Lines Inc., Ltd. 

Class “B” (1,872^10 shares) .-.$2,456,406.26 

Dollar Steamship Lines, Ltd. (4,420 shares). 741,000.00 


Total investments in capital stocks of affiliated 

companies, at cost.-...$ 3,197,406.26 

Due from Dollar Steamship Lines, Inc., Ltd.. 529,150.32 

Cash in Bank.-.. 9,833.76 


Total.....$ 3,736,39034 


LIABILITIES 

Due to Dollar Steamship Lines, Ltd. 

(non-interest bearing) .$ 217,406.68 

Due to Officer 

Commission Payable.$ 63,25635 

Accrued Interest payable thereon.... 18,907.91 82,164.16 


Accrued Capital Stock Tax.. 247.17 

Capital Stock and Surplus: 

Capital stock (authorized and out¬ 
standing 125,000 shares of $10.00 

each) ..... 1,250,000.00 

Surplus: 

Paid In .. 300,510.00 

Earned. 1,886,06233 


Total capital stock and surplus.. 3,436,57233 


Total. 


$ 3,736,390.34 


The Court: Are we through with that part of 
your presentation of proof with respect to the inter¬ 
pretation of the contract itself? 

Mr. Siegel: No, your Honor. I have considerably 
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more proof on that. If I may say, I am about to 
finish with what we claim to be the express admis¬ 
sions. 

The Court: The reason for my question was that 
I assumed, going through the minutes of Dollar of 
California, and the balance sheet as of December 31, 
1937, that you were now proceeding to show the value. 

Mr. Siegel: No, your Honor. This is offered 
merely as a foundation for the next offer, which will 
bo the balance sheet of December 31,1938. 

The Court: All right. 

Mr. Siegel: I wish now to call your Honor’s at¬ 
tention to the fact that as of December 31, 1937, the 
balance sheet in the minutes to which I have referred 
lists among the assets of Dollar of California the 
following: 

“Investments in capital stocks of affiliated com¬ 
panies, at cost: 

“Dollar Steamship Lines, Inc., Ltd. Class B— 
1,872,210 shares.” [1221] 

I now ask counsel to produce the minutes of Dol¬ 
lar of California, the stockholders meeting of Febru¬ 
ary 13, 1939. I see that they are contained in the 
same volume of minutes that counsel has produced, 
and I read from the minutes of that meeting, as 
follows: 

“The balance sheet of the company, prepared by 
Messrs. John F. Forbes & Company, was then pre¬ 
sented ; and, upon motion of Mr. M. Thompson, sec- 
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onded by Mr. John Gr. Mitchell, the following reso¬ 
lution was unanimously adopted: 

“Resolved: That the balance sheet as presented be 
approved and accepted as the balance sheet of the 
company as of December 31,1938, and be spread upon 
the minutes. ” 

If the Court please, counsel was good enough to 
produce a copy of the condensed report of Forbes— 
John F. Forbes & Company—which we have photo¬ 
stated and which contains a copy of the balance sheet 
spread in the minutes of Dollar of California; and I 
ask that this photostatic copy be received in evidence 
as the defendants’ exhibit next in order. 

• * * # * 

The Deputy Clerk: Defendants’ Exhibit No. 
30. [1222] 

(The photostatic copy of Dollar Steamship 
Line balance sheet, December 31, 1938, was 
accordingly marked and received in evidence 
as Defendants’ Exhibit No. 30.) 

* * * * * 


[Defendants’ Exhibit No. 30 reads as fol¬ 
lows:] 
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DEFENDANTS’ EXHIBIT No. 30 


DOLLAR STEAMSHIP LINE 
(Incorporated in California) 

BALANCE SHEET, DECEMBER 31, 1938 


ASSETS 


Preferred Capital Stock of American President Lines, 

Ltd., (5,941 shares owned)—At Cost (See Note 2)..$ 594,100.00 

Capital Stocks of Foreign Subsidiary Companies 
(82+% owned)—at valuations as of date acquired: 

Kiangsu Realty Company, Federal 
Inc-, U.S.A. (13,185 shares—See 

Note 3) . $348,617.79 

Canadian Robert Dollar Company 
Limited (3,295 shares—See Note 4) 331,487.93 

Total capital stocks of foreign subsidiary companies 680,105.72 

Third Mortgages Receivable on Steamships “President 
Fillmore” and “President Johnson”—Mortgagee’s 
Rights Limited to Collateral (see Note 2)- 200,000.00 

Current Assets: 

Cash in banks_..._$135,975.24 

Note receivable_ 25,000.00 

Account receivable- 2,990.01 

Accrued interest- 836.11 


Total current assets.- 

Deferred Charge—Capital Stock Tax Applicable to 
Future Period_ 


164,801.36 


750.00 


Total... $1,639,757.08 


LIABILITIES 


Accounts Payable.-.-.•$ 85,959.53 

Accrued Federal Capital Stock Tax.-—•-....... 1,500.00 


Capital Stock and Surplus: 

Capital stock (authorized and out¬ 
standing, 125,000 shares of 

$10.00 each) _$ 1,250,000.00 

Surplus: 

Paid-in_ 300,510.00 

Earned, per Exhibit B__— 1,787.55 

Total capital stock and surplus.- 1,552,297.55 

Total__-...$ 1,639,757.08 


Note: 1. Under the “Agreement Respecting Adjustment Plan of Dollar Steamship Lines In<x, Ltd.” that company and the United States Maritime 
Commission agreed to release the Dollar Steamship Line from all liability as maker, co-maker, guarantor or endorser of the ship mort¬ 
gage notes on the ships sold by the Dollar Steamship Line in 1929 to the Dollar Steamship Lines Inc., Ltd. This contingent liability at 
December 31, 1937, was stated as $3,673,176.23 and is now cancelled. 

2. A market valuation as of December 31, 1938, of the American President Lines, Ltd., preferred capital stock or the steamships encum¬ 
bered under the mortgages was not determinable. 

3. The company’s equity in Kiangsu Realty Company is stated above at the valuation determined by the Dollar Steamship Line as of the 
date of acquisition. A report on an examination as of December 31, 1938, of accounts of the Kiangsu Realty Company by Independent 
Public Accountants was not available for our review at the date of preparing these statements due to the element of time involved in 
carrying mail from the Orient to the United States. 

4. The company’s equity in the Canadian Robert Dollar Company Limited is stated above at a valuation based upon that company’s book 
value as of the date of acquisition. The capital stock and surplus of the Canadian Robert Dollar Company Limited as indicated by a 
balance sheet of that company at December 31,1938, prepared by Independent Public Accountants was Canadian $408,149.62 subject to 
the fact that no provision for depreciation had been made for the period under review. The plant and equipment are stated at December 
31, 1938, at a cost of $749,481.10 with a reserve for depreciation in the amount of $544,315^21. In the opinion of officers of the company 
that reserve for depreciation provided in prior years is ample at this time. 
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* * * * * 

Mr. Siegel: Now, if the Court please, in this bal¬ 
ance sheet, under Assets, is listed a number of stocks, 
but not including the Class B stock, which was trans¬ 
ferred under the Adjustment Plan to the Maritime 

Commission on October 26, 1938. 

* * * * * 

Mr. Siegel: I offer in evidence as of the [1224] 
defendants’ exhibit next in order the document 
which is the photostatie copy of the President’s 
Report, so-called, appearing at page 203 of the 
minutes of the stockholders’ meeting of February 
13, 1939, (handing the copy of “President’s Re¬ 
port” to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit 31. 

(The photostatic copy of “President’s Re¬ 
port” was accordingly marked and received in 
evidence as Defendants’ Exhibit No. 31.) 

• • • « t 

Mr. Siegel: 

And now, if the Court please, I would [1226-40] 
like to offer, as the foundation of my next offer, 
paragraph 3 of article 2-L of the stipulation, ap¬ 
pearing on page 24, line 3. 

Mr. Siegel: The paragraph reads: [1242-1241] 

“Document 2-L-6 is a true and correct copy of 
an original report of examination of accounts of 
Dollar of California, by John F. Forbes & Co., 
Certified Public Accountants for the year 1938. 
That report was received by Dollar of California 
from John F. Forbes & Co. on or about February 
11, 1939.” 
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That is to say, two days before the meeting the 
minutes of which I have quoted. 

With that foundation, I offer in evidence Docu¬ 
ment 2-L-6 as Defendants’ Exhibit next in order. 

My purpose, if the Court please, is to call the 
Court ’s attention solely to a statement appearing on 
page 4, which we will offer as notice to Dollar of 
California of the reason why Forbes & Co. ap¬ 
proved this statement or balance sheet with the 
writing off of the B stock as one of the assets of 
the Dollar of California. 

The statement to which I refer, if the Court 
pleases, is this: After summarizing the adjustment 
plan, the statement goes on, “The company’s in¬ 
vestment in capital stock of the Dollar Steamship 
Lines Incorporated, Ltd., has been charged to in¬ 
come for the year 1938 upon the release to the 
United States Maritime Commission of the shares 
previously owned.” 

Mr. Harrison: As a matter of fact, if it please 
the Court, I will have to object to that because we 
submit that this is apparently offered as [1243] 
an opinion of John F. Forbes & Co. for whom we 
have the greatest respect, but we do not believe 
that they are entitled to express legal opinions 
concerning the meaning of a contract, nor that it is 
an opinion. That is one of the points to be de¬ 
cided. 

The Court: I refer to the last paragraph of the 
President’s Report, first page, exhibit 31, and I 
thought in this proceeding that you were introduc¬ 
ing that as calling the attention of the Court par¬ 
ticularly to that paragraph to indicate that at least 




1519 


vs. Emory S. Land, et cd 

as far as Dollar of California was concerned, it 
attributed knowledge to Mr. Dollar as an officer of 
that company to the effect that there has been 
a release from all liability, as co-maker, guarantor 
or endorser of the various ships’ mortgage notes. 

Mr. Siegel: I do that, Your Honor. If any state¬ 
ment I made appears to the contrary, I correct it. 

I do emphatically rely on that admission. 

The Court: I did not at the time and cannot 
now see the relevancy of this so-called balance that 
you are showing, except to indicate that as a review 
or result of the transaction and the view which you 
place upon it as counsel for the Government and 
are desirous of having the Court follow it, and 
that result was that Dollar of California got out 
in the clear and had a balance and was a [1244] 
going concern. 

Mr. Siegel: That is part of the offer, Your 
Honor. I did not want to emphasize it at this point 
because I was going to take it up later. My present 
purpose in contrasting this balance sheet with that 
of December 31, 1937—and that was the reason for 
the prior offer—was to show that when Dollar of 
California admittedly claimed to be the owner, the 
Class B stock, as was appropriate, was listed as 
an asset on its balance sheet and that after the 
transfer it was no longer listed as an asset. 

It will be our submission that if the stock had 
been pledged, it would most certainly have been 
listed as an asset, even though with a notation sub¬ 
ject to pledge. 

Mr. Harrison: May I ask this question of coun¬ 
sel? 
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Mr. Siegel: May I say one word? Directing my 
remarks now to the objection taken by counsel, we 
do not offer this, of course, as the opinion of Forbes 
for obviously on that ground it would be plainly 
incompetent. 

We offer it as notice to Dollar of California that 
the eminent certified public accountants, who au¬ 
dited their accounts and prepared a balance sheet, 
omitted the Class B stock as an asset from their 
balance sheet. 

The Court: And presumably there must be an 
inference drawn from that. 

Mr. Siegel: Precisely, and presumably [1245] 
some responsible officer whether Mr. Dollar or the 
Secretary or Treasurer of that corporation, is 
charged with notice that their certified public ac¬ 
countants have written this off because it was no 
longer an asset of the company. If they had taken 
exception to it or disapproved the balance sheet, 
that would be a different matter, but upon receipt 
of this report, with knowledge of the reasons which 
explained the omission of the B stock, they there¬ 
upon adopted the report and the balance sheet 
therein. 

Mr. Harrison: If the omission of an item in the 
balance sheet is some sort of evidence against us, we 
can argue that later on. 

As to the opinions, however, of John S. Forbes & 
Company we are certainly not bound by that. 

The Court: I don’t think Mr. Siegel expressed 
that it will be admitted only as evidence of the 
fact that Class B stock was omitted from the bal¬ 
ance sheet of February 14, 1939, or, rather, from 
the balance sheet of December 31, 1938, in contrast 


vs. Emory S. Land, et al 1521 

to its appearance in the balance sheet of December 
31, 1937. 

Mr. Harrison: That is established by the prior 
exhibit, may it please the Court. Therefore, this 
would have no purpose except to impose an opinion 
on someone. 

Mr. Siegel: I haven’t offered the opinion [1246] 
of Forbes as being worth anything, except notice to 
Dollar of California that this was the construction 
that their accountants put upon it. 

Mr. Harrison: We are not bound by any con¬ 
struction and we are not bound to reply to an 
answer. 

The Court: I will limit the admission to the 
grounds indicated by the Court. 

Mr. Siegel: Very well, your Honor. 

The Deputy Clerk: Exhibit No. 32. 

(The Forbes report, Document 2-L-6, was 
accordingly marked and received in evidence as 
Defendants’ Exhibit No. 32.) 

[Defendants 7 Exhibit No. 32 reads in part as 
follows:] 

[ John F. Forbes & Company Letterhead] 

February 11, 1939 

Dollar Steamship Line, 

311 California Street, 

San Francisco, California. 

Dear Sirs: 

We have made an examination of your accounts 
for the year ended December 31, 1938, and present 
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our certificate and the following financial statements: 
Exhibit A—Balance Sheet, December 31, 1938. 
Exhibit B—Statement of Income and Surplus for 
the Year Ended December 31, 1938. 

In addition to the above, we present the following 
comments: 

#•**** 

The company’s investment in capital stock of the 
Dollar Steamship Lines Inc., Ltd., has been charged 
to income for the year 1938 upon the release to the 
United States Maritime Commission of the shares 
previously owned. The amount thereof was stated as 
follows: 

Cost of 1,872,210 shares of Class “B” capital stock 

acquired in 1929.S 2,456,406.26 

Cost allocated to 227,790 shares of Class “B” and 2,075 
shares of Class “A” capital stock acquired in 1938 
from The Robert Dollar Co. 1,415,972.24 

Total.S 3,872,378.50 

* * * * * 

[Exhibit A to the foregoing exhibit is omitted 
here because it is the same as Defendants’ Exhibit 
30.] 


* * * * * 

Mr. Siegel: 

I now offer the following statements from the 
minutes of Dollar of California, November 12, 1942, 
which is offered for the purpose of showing that 
Dollar of California ratified the action of Mr. Dol¬ 
lar in retaining Mr. Rosenbaum, J. H. Rosenbaum, 
to seek the return of the A.P.L. stock. 

The Court: That is what Mr. Harrison is here 
for, is it not? 
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Mr. Siegel: Yes, your Honor, but on very differ¬ 
ent grounds and the two are quite inconsistent. 

* * * * * 

Mr. Harrison: I speak only for myself, [1247] 
not for Mr. Rosenbaum, but I wish to make an ob¬ 
jection at this time to offer in evidence counsel’s 
document. 

# * * * * 

The Court: What do you propose to show by 
reading the record of this so-called ratification by 
Dollar of California? The action is that of Mr. 
R. Stanley Dollar in securing the services of J. H. 
Rosenbaum, Esquire, of Washington. [1248] 

Mr. Siegel: In June, 1940, according to this—I 
think it was September, 1940—Mr. J. H. Rosen¬ 
baum, acting on behalf of Mr. R. Stanley Dollar, 
submitted to the Maritime Commission a letter 
which is in evidence as Defendants’ Exhibit 6, in 
which he purported to act on behalf of Mr. Dollar 
and I quote from memory, “for the benefit of the 
former stockholders.” 

If your Honor please, at that time, so far as the 
evidence known to me is concerned, he had no au¬ 
thority to act for anybody except R. Stanley Dollar, 
but he purported to act for the others. 

Mr. Dollar may have so requested, but there is 
no evidence that Dollar of California, as of that 
date, had expressly authorized him. 

As regards that particular demand, there was 
then no claim nor could there have been any claim 
that the debt for which this stock was allegedly 
pledged as security had been repaid. 

There was no suggestion, there could have been 
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none. The only possible basis upon which Mr. 
Rosenbaum and Mr. Dollar could have proceeded 
was that the transfer purported to be one of owner¬ 
ship and, as such, was illegal, or at least, that 
they could suggest that, as a basis for voluntary ne¬ 
gotiations, looking forward to the return of the 
stock. 

It is, therefore, offered as an admission that the 
transfer was not one of pledge and on no [1249] 
such theory could they have sought the return of the 
stock at that date. 

The date on which the debt herein question was 
repaid at the earliest, was October, 1943, if the 
indebtedness on the Coolidge is included, or July or 
September, 1941, if the indebtedness be limited to 
that on the ship sales and reconstruction, not on 
the 502's and 533 % hence on no possible theory 
could the letter of Mr. Rosenbaum have been writ¬ 
ten on the theory of pledge, nor was it. 

Therefore, we are now seeking to charge not only 
R. Stanley Dollar, but Dollar of California, with 
what we claim to be the admissions, as to the nature 
of the transactions of 1938, contained in the letter 
of J. H. Rosenbaum. 

That is all. 

Mr. Harrison: I think I can answer counsel in 
a few minutes. 

First, on the purpose of his offer, may it please 
the Court, I find myself in an unhappy position. 
Because of the complaint originally filed in this 
case, we, likewise, pleaded among other things, to 
transactions and in the Court of Appeals Mr. Jus¬ 
tice Prettyman asked us how we could justify the 
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inconsistent positions, No. 1, the transaction was 
void, and, No. 2, it was a pledge. 

We told him that we had concluded not to rely 
upon the former, so I now must confess that [1250] 
I, pressing this suit, have been guilty of the same 
misconduct that Mr. Rosenbaum was. because I 
made the claim, although since it has been with¬ 
drawn, that is, as to the inconsistency. 

As to an admission, if it be an admission, will 
counsel seriously assert that at a time when counsel 
was acting only for Mr. Dollar that by some subse¬ 
quent act of reimbursing Mr. Dollar in whole or in 
part for his obligations with reference to counsel 
fees that I thereby, as a party, adopted all of the 
admissions in past years? That is too fantastic for 
me to follow, your Honor. 

The Court: He said at this meeting on November 
12, 1942, there resulted what counsel has character¬ 
ized as ratification by the corporation, Dollar of 
California, of Mr. Stanley Dollar’s employment. I 
drew the inference that it was not only his employ¬ 
ment but all of his activities in behalf of which 
he was engaged. 

Mr. Harrison: Including the admission, your 
Honor, alleged? 

The Court: That is what counsel says. I am not 
making any ruling as to that now. 

Mr. Siegel: It is a very brief statement. 

The Court: Let me have the statement and you 
will have to trust my judgment. I will not be bound 
by it unless I allow it. [1251] 

Mr. Siegel: Did you say the Court will receive 
the statement? 
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The Court: Let me have the statement for the 
purpose of the proffer. 

Then I suggested that Mr. Harrison will have to 
rely on the thought that I will not accept it or be 
bound by it if I should decide it should go out, 
but in order to pass on it intelligently I have to 
know what it is. 

Mr. Siegel: I will read it as follows: 

“Upon invitation of the Board, Mr. E. H. Hall, 
Acting Treasurer of the Corporation in the absence 
of Treasurer A. E. Lang, was present at the meet¬ 
ing. Treasurer E. H. Hall advised the Board that 
in August, 1938, this corporation, together with 
other associated and affiliated corporations and in¬ 
dividuals delivered to the United States Maritime 
Commission certain shares of stock of Dollar Steam¬ 
ship Lines, Incorporated, Limited, and that in June, 
1940, Mr. R. Stanley Dollar, acting on behalf of all 
the interested parties and with their knowledge and 
consent, employed the counsel to assist in efforts to 
return their stock to the original holders and in this 
connection expended $16,000 as fees to said counsel. 

“Mr. Hall stated that it is proper for this [1252] 
corporation to assume and pay its pro rata portion 
of said expenses, based upon the respective number 
of shares held by the respective parties. 

“Thereupon, on motion of Director Mitchell, sec¬ 
onded by Director Thompson, the following resolu¬ 
tion w-as unanimously adopted: 

“ ‘Whereas, on August 15, 1938, this corporation 
together with other associated and affiliated corpo¬ 
rations and individuals—” 
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Strike that. Your Honor has sufficient now to 
rule. 

The Court: That is an endeavor in which Mr. 
Dollar at the present time is actively engaged and 
so is Dollar of California. 

Mr. Siegel: Correct, but this statement specifically 
states that on that basis Dollar of California ratified 
what was done and it specifically states that Mr. 
Dollar’s action was taken with the consent and knowl¬ 
edge of the corporation at a time, if Your Honor 
please, when it would have been impossible to claim 
that the parties were entitled to the return of the 

stock because the debt had been repaid. 

* * * * * 

The Court: Mr. Siegel * * * as far [1254] 
as the proffer itself is concerned, I do not think it 
is helpful. 

Mr. Harrison: May I please point out to the 
Court that one of the positions that we take is that 
the reason it is a pledge, and pledge only, is for lack 
of authority for the Commission to take more. 

I will have to repeat that, as counsel repeated it 
approximately and not quite accurately. 

The Court: Let me say this while you are on 
your feet: I haven’t read the Maritime Act of 1936 
in toto or the statutes immediately before it, the 
Maritime Act of 1928 and the Shipping Act of 1920 
and other matters of a similar character. 

I am assuming, however, from what little I know 
of the statute up to now, that you are predicating 
your present position on 1117 U.S.C., title 46, or 
Section 207 of the Statute to the effect that the only 
thing that the Maritime Commission can do is take 
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steps to improve its collateral, but cannot take 
absolute title. 

Is that correct? 

Mr. Harrison: That is correct. Also sup- [1255] 
plemented by the statement that there was no 
other authority granted by law to do the same thing. 

Mr. Siegel: But the plaintiffs invoke that as a 
canon of construction of the agreement, and not as 
an independent ground of relief. 

That is the important point, if the Court, please. 

Mr. Harrison: May I please be permitted to 
argue this case at its conclusion? 

That is not our position. 

The Court: We have been here since the 
21st of April; things have been going along very 
well. Don’t let us spoil everything by having coun¬ 
sel get into a controversy until the time comes for 
both sides to present their points of view as to the 
law and facts. 

Mr. Siegel: We will proceed accordingly, your 
Honor. 

If the Court please, the documents to which we 
will next refer are documents which are, for the 
most part, now in evidence. 

The documents which I have last offered were 
those which I said I would offer on the point of 
what I claimed to be avowed admissions. 

I now turn to the documents which were the let¬ 
ters, correspondence and the like exchanged by and 
between the parties, which on examination of [1256] 
their language support, as we contend, the view 
that an absolute transfer was intended. 
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Mr. Siegel: I first invite your Honor’s [1257] 
attention to the document which is plaintiffs’ ex¬ 
hibit No. 94, the minutes of the Maritime Commis¬ 
sion, April 27, 1938, and particularly to the letter 
contained therein from R. Stanley Dollar to the 
Maritime Commission and all I wish to invite your 
Honor’s attention to there is to the next last sen¬ 
tence which reads, “It is my understanding, if the 
stock is to be pledged, it is for voting control 
only, without the power of sale under any circum¬ 
stances.” 

***** 

Mr. Siegel: 

I next invite your Honor’s attention to para¬ 
graphs 7 to 10 of the Commission’s letter of April 
28, 1938, which is Plaintiffs’ Exhibit 95. 

***** 

“Dollar Steamship Line, a California Corpora¬ 
tion, is to guarantee payment of the principal and 
interest of the existing indebtedness to the Com¬ 
mission, which indebtedness would become sub¬ 
ordinated. 

“Such guarantee is to be secured—” and [1258] 
so on. 

Language of similar character is contained in the 
other paragraphs submitting requests for guaran¬ 
tees from the other parties. 

* * * * * 

Mr. Siegel: 

Next, if your Honor please, is enclosure 1 to Ex¬ 
hibit C to the Defendants’ Answer, which is also in 
evidence, and was received. 
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Mr. Siegel: 

The part I want to read begins in the sec- [1259] 
ond paragraph on page 3 of the document I have 
shown your Honor. 

“After discussion on motion by Director J. G. 
Mitchell, seconded by Director M. Thompson, the 
following resolution was carried: 

“Whereas, The United States Maritime Commis¬ 
sion has under date of April 28, 1938, addressed a 
communication to Dollar Steamship Lines, [1260] 
Inc., Ltd., a copy of which has been placed before 
this Board, outlining a program for the granting to 
that corporation of a five-year operating differential 
subsidy; and 

***** 

“Whereas: It is a part of the program as out¬ 
lined in the said communication that Dollar Steam¬ 
ship Lines, Inc., Ltd., obtain this company 7 s guar¬ 
antee (along with the guarantees of certain other 
parties) for the payment of the said existing [1261] 
indebtedness to the Commission, to-wit, the sub¬ 
ordinated indebtedness of approximately $7,000,- 
000 such guarantee to be secured by all stock owned 
by this company in Dollar Steamship Lines, Inc., 
Ltd., represented to be 1,870,210 shares of B stock, 
and further to be secured by the entire capital 
stock of Dollar Steamship Lines, Inc., Ltd., Hong¬ 
kong, a British Corporation, the stock of which is 
wholly owned by the company; and 

“Whereas, it is further proposed that the instru¬ 
ments of pledge of the stock owned by this com¬ 
pany in Dollar Steamship Lines, Inc., Ltd., shall 
provide for voting rights irrespective of whether or 
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not the obligation which they secure is in default and 
the voting rights as to the stock in Dollar Steam¬ 
ship Lines, Ltd., of Hongkong shall be exercised 
only on default of any of the obligations by said 

company for which said stock is security; and 
* * * * * 

“Resolved, that this Corporation guaran- [1263] 
tee the payment of the existing indebtedness to the 
United States Maritime Commission of Dollar 
Steamship Lines, Inc., Ltd., of approximately 
$7,000,000 presently secured by individual first pre¬ 
ferred mortgages on the operating vessels of that 
company, and that the said guarantee be secured by 
the pledge of 1,870,210 shares of B stock in Dollar 
Steamship Lines, Inc., Ltd., now owned by this 
company. 

***** 

Mr. Siegel: We will also read, if your [1274] 
Honor please, briefly from enclosure 3, which is the 
letter of R. Stanley Dollar of May 19, 1938, en¬ 
closure 3 to Defendants 7 Exhibit C. 

I wish to read only beginning at the bottom of the 
first page; after describing the proposals received 
from the Maritime Commission, he says: 

“Responsive thereto I am pleased to advise you 
that subject to the approval of the Anglo California 
National Bank of San Francisco and the Seattle 
National Bank, I am prepared to give my guarantee 
for such existing indebtedness of approximately 
$7,000,000, provided a five-year operating- [1275] 
differential subsidy is granted, executed and de¬ 
livered to the Dollar Steamship Lines, Inc., Ltd., on 
terms substantially as provided in the form of con- 
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tract delivered to me by the United States Mari¬ 
time Commission on April 22,1938, and I am further 
prepared to secure such guarantee by the following 
pledger' 

* * * * * 

The Court: * * * Certainly, Mr. [1276] 

Siegel, throughout the exhibits which have been 
proffered here this afternoon, the whole tenor, the 
whole import, seems to me to be that both parties 

understood that it was to be guarantee of a pledge. 

***** 

The Court: Of course, what I think we [1277] 
can all agree on is this: That with reference to the 
so-called suggested agreement as outlined in the let¬ 
ter of the Commission of April 28, 1938, both sides 
knew what was being sought. That w^as a guarantee 
of pledge. 

Mr. Siegel: Precisely. 

The Court: However, that fell through. 

Mr. Siegel: Exactly. 

The Court: Subsequently, there was something 
else of a character which Mr. Harrison says legally 
was of the same effect which, you, however, say is 
an absolute transfer. 

Mr. Siegel: That is correct, your Honor, and this 
is offered only for the very limited value of showing 
that words of art were used where intended. 

The Court: You agree, gentlemen? 

Mr. Harrison nods assent. 

Mr. Siegel: If your Honor please, I would like 
to read the letter which, in our view, begins the 
transaction, begins the negotiations which led up to 
the adjustment plan, that being the letter of Dollar 
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of California, of June 16, 1938, which is the en¬ 
closure 1 to Exhibit E of the Defendants’ Answer, 
and for the convenience of the Court, I hand up a 
copy. 

* * * * * 

“Gentlemen: [1278] 

“Referring to the resolution of the United States 
Maritime Commission adopted June 4, 1938, in ref¬ 
erence to the requirement in connection with [1279] 
a proposed operating differential subsidy agreement 
for your company, we have to advise that the terms 
thereof, in our opinion, are unworkable. 

“The proposed subsidy of about three million dol¬ 
lars annually is, in our opinion, inadequate to meet 
foreign cost of operation, and does not give full 
parity to your company. 

“This Company is co-maker of ship sales notes on 
seven round-the-world steams of the 502 type and five 
Trans-Pacific steamers of the 535 type, aggregating 
$3,575,193.04. The sound value of these vessels figured 
on a going concern value, far exceeds this amount. 
Captain A. F. Pillsbury, an independent and recog¬ 
nized authority, appraised these vessels on August 
24,1937 at $12,300,000 as their going-concern value.” 

Parenthetically, Your Honor, so there may be no 
misunderstanding, the figure of $12,300,000 refers 
only to the 7—502’s and the 5—535’s. 

The Captain Pillsbury Valuation on that date was 
$18,550,000. It is also in evidence that as of August 15, 
1938 his opinion was that the value had been reduced 
for those ships to $13,700,000. 

“Not less than” is that the statement? [1280] 
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Mr. Harrison: Yes. 

Mr. Siegel: I wanted to avoid any confusion as to 
the meaning of the $12,300,000 figure which, from the 
point of view of the Plaintiff would be too low. 

Going on,— 

“On June 13, 1938 Congress passed a bill which 
would permit of the United States Maritime Commis¬ 
sion taking over these vessels and operating them for 
their own account. If this power were exercised, it 
would have the effect of making the common stock of 
Dollar Steamship Lines, Inc., Ltd., of no value; it 
would jeopardize the outstanding claims of its credi¬ 
tors who carried their credits against the Company 
from February 1,1937 to June 30,1937 during which 
time the United States Maritime Commission im¬ 
pounded the Company 7 s mail pay aggregating 
$1,030,496.68 which on October 8, 1937, was offset 
against the ship sales notes, the creditors also being 
instrumental in maintaining this all-important Amer¬ 
ican line during the period from June 30, 1937 to 
January 28, 1938, during which period the Company 
was negotiating for a subsidy and during that time 
received no Government aid. 

“In view of this ominous situation and by reason 
of the fact that both Dollar Steamship Lines, [1281] 
Inc., Ltd. and Dollar Steamship Line (California) 
have guaranteed to hold R. Stanley Dollar harmless 
as a co-maker of the ship-sales notes and with the 
view of protecting your creditors, your employees 
and maintaining the line, this company, Dollar 
Steamship Line (California) undertake the follow¬ 
ing in order to enable you to negotiate a more work- 
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able arrangement with the United States Maritime 
Commission: 

“1. This company will surrender to the United 
States Maritime Commission 1,872,210 shares of com¬ 
mon B, capital stock in your company, and will un¬ 
dertake to acquire and surrender to the Commission 
an additional 227,790 shares of class B common stock 
of your company. 

“2. It will arrange to acquire and cancel the man¬ 
aging agency agreement with the Robert Dollar 
Co. dated June 23, 1926. 

“3. It will arrange to procure for your company 
all of the furniture, fixtures belonging to the Robert 
Dollar Company now used in your leased premises, 
together with all of the automobiles belonging to the 
Robert Dollar Co., at a price equal to their going- 
concern appraised value. 

“4. It will cause to be left with you, the [1282] 
personnel you now have. 

“5. Your agency is to assume all leases of all 
property now used by you and said leases are to be 
taken directly in your name. 

“6. It is a condition that you will change the 
name of your company and that you shall not use 
the house flag, or funnel insignia, or any other trade 
insignia now employed by you. 

“7. Furthermore, all ship sales notes and the 
mortgage securing same are to be canceled and new 
notes and mortgages given by your company direct. 

“ These agreements shall all be in a form satis¬ 
factory to and approved by our attorney. 

“Very truly yours, 

“Dollar Steamship Line (California) 

“By H. M. Lorber, Vice President.” 
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If the Court please there has been read in full 
by counsel for the plaintiffs a telegram from Dollar 
of Delaware, set forth in Plaintiffs’ Exhibit 119 and 
offered in evidence at transcript page 825 and read 
in the transcript in full at page 826. 

I wish to read only one line of that telegram, if 
your Honor please. The top line of the telegram is 
as follows: 

“The Board of Directors”—it speaks now [1283] 
of Dollar of Delaware—“has come to the conclusion 
that the subsidy offered by the Maritime Commis¬ 
sion is desirable. With some minor modifications, 
it can comply with practically all of the require¬ 
ments of the Commission with the exception of the 
requested guarantees. In this connection Dollar 
Steamship Line of California has offered to acquire 
and surrender all of the issued and outstanding no- 
par class B stock of the Dollar Steamship Lines, 
Incorporated.” 

* * * * * 

Mr. Siegel: As identifying the writer of that 
telegram, I also wish to call your Honor’s attention 
to two sentences or three, appearing in Plaintiffs’ 
Exhibit 120, which are the minutes of Dollar of 
Delaware of June 16, 1938, and offered in evidence 
at transcript page 829. 

* * * * « 

“Mr. Dollar suggested that the proposals made by 
the various companies in their letters just read to the 
meeting would give the Maritime Commission an op¬ 
portunity to operate the company and it was the con- 
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sensus of opinion that a telegram should be drafted 
to the Maritime Commission tonight telling them 
what the board has been able to accomplish in pre¬ 
senting the plan offered by Mr. Dollar. [1284] 

“This wire was to be followed up by a letter, 
elaborating on all matters connected with the pro¬ 
posals and Mr. Irving H. Frank, counsel for the 
corporation, was instructed to draft such a telegram 
and to despatch it today. 

“A letter was also to be drafted by Mr. Frank 
the following day, elaborating proposals contained 
in the telegram. 77 

***** 

Mr. Siegel: 

As a foundation for the next document we [1286] 
offer from page 15 of the stipulation, line 8, “docu¬ 
ment 2-G-4 is the telegram from Reginald S. Laugh- 
lin to Mr. Bon Geaslin, General Counsel for the 
U. S. Maritime Commission, sent on June 19 and 
received on June 20, 1938. 77 We offer this document 
in evidence as Defendants 7 Exhibit next in order. 

The Deputy Clerk: That is Exhibit 33. 

Mr. Siegel: In our view, this is one of the most 
important documents in the case and, therefore, if 
you Honor will indulge me, I will read it in its 
entirety. 

“Continuous series of conferences with various 
interested parties lasting until Saturday night made 
it impossible to prepare and mail letter proposed 
during our Saturday morning telephone conversa¬ 
tion. Am certain that refusals to give guarantees are 
final and Company’s telegram of June sixteenth and 
letter of June seventeenth must be deemed definite 
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and final rejection of offer submitted in Commissions 
Resolution. This situation and financial condition 
of company necessarily means early bankruptcy 
proceeding unless some alternative voluntary plan 
not involving guarantees can be consummated with¬ 
out delay. Accordingly Commission should give im¬ 
mediate attention to selection of trustee or trustees 
with purpose of undertaking to prevail upon [1287] 
court to accept view that although amendments not 
yet effective, nevertheless Congress by enactment of 
amendments has announced its views respecting 
proper methods. Procedure and policy to be fol¬ 
lowed by courts. 

‘‘Only possible alternative voluntary plan which 
in my opinion has merit and can be accomplished 
without delay and should have careful consideration 
by Commission follows: Believe Dollar interests will 
agree to immediate transfer of absolute title to all 
class B stock to Commission and will transfer to 
Delaware Corporation all facilities of Robert Dollar 
Company required to carry on management activ¬ 
ities. Upon release of Dollar of California and Stan¬ 
ley Dollar personally from liability under ship mort¬ 
gage notes. Believe also that Dollar and Fleish- 
hacker interests similarly will transfer to Commis¬ 
sion all their class A stock. This will give Commis¬ 
sion over ninety-five per cent voting control of 
company and thereby the Commission, without any 
break whatsoever in continuity of operations of 
company, could forthwith carry through any ar¬ 
rangement it deemed advisable respecting subsidies, 
financing, personnel, operations and replace- [1288] 
ments. It would immediately give Commission an 
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established vehicle for the operation and manage¬ 
ment of the ships, with necessary facilities in this 
and foreign countries and with a going business as¬ 
suring large volume of freight and passenger busi¬ 
ness. It would not affect Commissions mortgagee 
rights and Commission could either permit title to 
ships to remain in company subject to mortgages, or 
if it should foreclose could have the ships operated 
under some charter arrangement. 

“In event of bankruptcy there is possibility that 
court would not authorize continuation of opera¬ 
tions prior to effective date of amendment permit¬ 
ting Commission to undertake operating losses, but 
if it should, the large losses to be expected during 
such period will wipe out all stock equities and 
probabilities of any recovery by present unsecured 
creditors. If suggested voluntary plan is adopted, 
and assuming Commission immediately upon acquir¬ 
ing control will have company carry through ar¬ 
rangements for R.F.C. loan, repair loan and subsidy 
agreement, present unsecured creditors will be pro¬ 
tected so far as current indebtedness is concerned and 
if future operations should result in profits will have 
chance to realize on their debentures and preferred 
stock. 

“If suggested voluntary plan is consum- [1289] 
mated believe company should be managed under 
strong executive committee which would include 
able.operating man and able financial man desig¬ 
nated by Commission. Believe that after release of 
stock interests to Commission Stanley Dollar and 
Hugo Lorber would not desire or be willing to con¬ 
tinue with company. Certain that continuation of 
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Lorber inadvisable. Possible advantages of having 
Dollar continue in some such position as chairman 
of board worth some consideration. 

“Strongest objection to suggested plan is financial 
condition of company. In my opinion, there is no 
alternative to suggested plan except bankruptcy, and 
there are advantages and disadvantages inherent in 
both, and suggested plan is submitted without recom¬ 
mendation. 

“Reginald S. Laughlin.” 

Mr. Harrison: I did not want to interrupt coun¬ 
sel on reading the document, but I suggest that 
there be an objection permitted to stand for the 
reading of the document based on the fact that this 
exhibit purports to state certain facts with reference 
to position, opinion, attitude and conduct of [1290] 
plaintiffs and their predecessors, as to which all of 
such matter is irrelevant, incompetent and imma¬ 
terial. 

* * * * * 

The Court: I will take that as a proposal [1292] 
of Mr. Laughlin, limited to that extent. 

(The copy of telegram dated June 20, 1938, 
Laughlin to Bon Geaslin, heretofore identified 
as document No. “2-G-4” was marked and re¬ 
ceived in evidence as Defendants’ Exhibit 33.) 

♦ * * * * 

Mr. Siegel: I cannot give any firm assur- [1295] 
ances on it, but I hope to close by Tuesday. 

The Court: Very well. Then with that intelli¬ 
gence, and with what I have given you, we can be 
governed accordingly. 

Mr. Siegel: And that is with the exception of one 
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witness we might want to call, who cannot [1296] 
leave the place where he is recouperating, being in 
a precarious condition. And we will ask the permis¬ 
sion of the Court to take his deposition. But that is 
the one exception. 

Mr. Harrison: At the appropriate time, your 
Honor, we will oppose it. 

The Court: When did you receive notice that he 
was in a precarious situation? 

Mr. Siegel: He had stated he could be ready to 
testify on May 1, and I have a letter from him that 
he had been sent to Clearwater, Alabama, to re¬ 
cover from an abdominal operation, and that it is a 
miracle that he is alive, and his recovery is much 
slower than was expected, and his doctor advises it 
would be very dangerous for him even to take the 
train trip. I might say he is the former general 
counsel of the Commission, Bon Geaslin. 

Mr. Lasky: If your Honor please, in view of the 
fact that the subject has been brought up, we are 
opposing any such motion for leave to take his depo¬ 
sition at this time, now that the trial has started. 

When Mr. Siegel was in San Francisco last year, 
and early this year, working with me on the stipu¬ 
lation, we had some extensive discussion about depo¬ 
sitions. For example, it was understood at that time 
no depositions would be taken out there after he 
came back here. It was also understood that when¬ 
ever he requested me to come East, I would [1297] 
come East so that he could take whatever deposi¬ 
tions he desired. 

In due course, he requested me to be here on 
March 15 for that purpose, and it was also under- 
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stood we would have the pretrial conference at the 
same time in order to save two trips. I came here 
with the understanding that he was going to take 
four depositions, or three. And after I had arrived, 
it turned out he had decided to take none. 

At that time, I knew Mr. Geaslin was ill. I per- 

sonallv called on him on March 15 or March 16. 
* 

And Mr. Siegel knew he was ill. He mentioned the 
fact at the pretrial conferences, or rather mentioned 
the fact with respect to a witness. 

I knew that, and presumed Mr. Siegel knew that, 
that Mr. Geaslin was operated on in January and 
was going south of Mobile or thereabouts, and 
didn't know when he was coming back. It seems to 
us it is wholly inappropriate, with all that past 
knowledge, that counsel should wait until the trial 
is under way and then seek to take a deposition. 

The Court.: It may well be that Mr. Geaslin 
himself had thought his state of convalescence would 
have reached that stage whereby he could have come 
here himself. I wouldn't pass on the propriety of the 
motion now, but it may well be perhaps in the 
interval that will elapse between now and next 
Tuesday that you and somebody representing the 
Government might go down to Mobile, is it? [1298] 

Mr. Siegel: At Clear Point, 25 miles from Mo¬ 
bile. 

Mr. Lasky: However, let me add one more 
thought. The question arises with us, what counsel 
expects to prove by Mr. Geaslin. 

The Court: That is a question in my mind, be¬ 
cause a great deal of the information he would have 
is already in the case, and the most important aspect 
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as to which he could testify in the case is with 
respect to the so-called validity or legality on the 
part of the Commission. 

Mr. Siegel: That is correct, your Honor. 

The Court: What else could he testify to, that is 
appropriate or proper? 

Mr. Siegel: One more thing, your Honor—and 
I don’t know that I should disclose it to counsel at 
this time—but I would like to prove by his testimony 
that the findings of the Commission were the find¬ 
ings suggested by Mr. Geaslin in his opinion. That 
I can establish by his testimony, and there are a 
number of other matters as to which Mr. Geaslin 
may have knowledge, for the reason that in the 
exchange of drafts and correspondence between San 
Francisco and Washington, naturally the general 
counsel had considerable to do for the Commission, 
in which the Commission acted on advice of coun¬ 
sel. We therefore attach considerable importance to 
Mr. Geaslin’s testimony as to the course of events. 

I have only mentioned one or two illustra- [1299] 
tions. May I say a word as to what occurred at pre¬ 
trial? I had agreed with Mr. Lasky that this trial 
would be expedited so far as possible, and the date 
therefore, if agreeable to the Court, would be some¬ 
where between April 1 and 15. After the completion 
of our stipulation, when I returned to Washington 
to ascertain the state of the health of Mr. Geaslin, I 
then asked Mr. Geaslin when he could be available. 
But I had not gotten word from him at the time of 
the pretrial conference, and I think we told Judge 
Schweinhaut we did not know whether he would be 
available, and Judge Schweinhaut said the setting 
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of the date would be specifically subject to the re¬ 
quest for delay in the event Mr. Geaslin could not 
appear. 

I then called Mr. Geaslin, who consulted his doc¬ 
tor and said May 1 would do. On that understand¬ 
ing, and the firm assurance to Mr. Lasky that we 
would do everything to expedite the trial, we did 
nothing to postpone it. Knowing of the precarious 
illness— 

The Court: Off the record— 

(Following brief discussion off the record:) 

Mr. Siegel: And that is the only reason why the 
Government didn’t raise this matter before. 

The Court: I am just speculating and wonder¬ 
ing, from my own point of view, just how helpful 
Mr. Geaslin’s testimony could be, except in [1300] 
the sense that it would be cumulative in the way of 
what has already gone in by way of documentary 
evidence. 

Mr. Laskv: If counsel will tell us what docu- 
•/ 

ments he is interested in, or what he has in mind, 
perhaps we can stipulate to it. To Mr. Harrison’s 
mind, and to mine, this is rather serious in the mat¬ 
ter of time. We are away from our offices and have 
been away for a long time. It is disrupting our 
other practice and it is extremely expensive to our 
client to keep us here. And if there is any way to 
avoid that I think we should try to do so. I think 
Mr. Siegel should state what he hopes or expects to 
prove. 

The Court: Mr. Siegel has said the main thing 
he wants to show by Mr. Geaslin’s testimony on the 
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stand is this, as I got it, that Mr. Geaslin filed an 
opinion in his capacity as general counsel to the 
Commission, in which he suggested that if certain 
findings were made by the Commission, then any 
doubts he would have or had, in respect to the 
legality of its contemplated action, would be re¬ 
solved. And Mr. Siegel indicated to me he wants to 
show that the findings made by the Commission 
were the findings suggested by Mr. Geaslin. 

Is that correct? 

Mr. Siegel: That is correct, your Honor. And 
plaintiffs have made considerable of this matter. 
I draw the inference that the vigorous oppo- [1301] 
sition which the plaintiffs make to the taking of Mr. 
Geaslin 7 s testimony is itself confirmation of the 
importance which even they attach to it. 

The Court: Before we get into that, that is the 
proffer of counsel. 

Mr. Lasky: May it please the Court, counsel 
has stipulated in this large stipulation that the only 
findings upon which counsel rely are certain find¬ 
ing appearing in the minutes of August 2, 1938, 
which have been put in evidence. If all he wants of 
Mr. Geaslin is that Mr. Geaslin has drafted the resolu¬ 
tion in the minutes of that date, I think we can 
stipulate that Mr. Geaslin did do that. 

Mr. Siegel: We have stipulated the findings in 
the stipulation are those referred to in the defend¬ 
ants 7 answer. That is all we have stipulated. We 
have not stipulated there are no other findings. 

Secondly, we seek to show not only that Mr. 
Geaslin drafted these findings or approved them, 
but that he did so in carrying out his opinion. And 
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it is an opinion to which the plaintiffs, if not the 
Government, attach some importance. 

Might I suggest, if your Honor please, that coun¬ 
sel for the Government will be quite willing, reluct¬ 
ant as I am to fly, quite willing to fly south over 
the week end, and at the expense of interrupting 
further preparation for the trial, in order to [1302] 
avoid any delay in addition even to the two days 
beyond the year counsel has already spent on this 
case. We would be perfectly glad to do that, and 
take Mr. Geaslin’s deposition without any further 
delay and without adding any further time to the 
course of the trial. 

Mr. Lasky: Of course, may it please the Court, 
I may add further, if Mr. Geaslin’s deposition is 
taken, it may lead us to take some depositions in 
New York. We have thought it would be irrelevant, 
and for that reason we haven’t done what might 
have been done on what Mr. Geaslin said and did in 
that connection. So if it comes in, we may have to 
go even further. 

The Court: As I have indicated, it seems to me 
probably the matter has been magnified beyond its 
true perspective by virtue of the point of view 
counsel takes, as counsel. In other words, sometimes 
as counsel for the case, we cannot see the forest 
for the trees. I assume all this proffer is for the 
benefit of the Court in deciding this case. 

Mr. Siegel: That is right, Your Honor, and may 
I say we would not under any circumstances present 
a request for a deposition of any other witness, 
much as we might like to take that testimony. But 
in Your Honor’s deliberation on this question, I 
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should like Your Honor to understand that the 
Government attaches great importance to the testi¬ 
mony of Mr. Geaslin. 

The Court: I assume you do. And what [1303] 
I was going to say is this: 

Mr. Geaslin has filed an opinion with reference 
to the contemplated legality of the action taken, 
and by virtue of that opinion the Commission pre¬ 
sumably took the suggested action. 

In other words, they did what he himself had 
indicated he in the first instance he had some doubts 
about, and they did that by laying the predicate 
which he suggested should be laid. 

Isn’t that the point? 

Mr. Siegel: That is correct, Your Honor. But 
the plaintiffs, if the Court please, have suggested 
to the Court that Mr. Geaslin did not believe this 
finding had as yet been made, as late as September 
23, 1938. 

The Court: Doesn’t the whole business come 
down to this?—was the action of the Commission 
legal ? 

Mr. Siegel: That is right, Your Honor. 

The Court: Certainly Mr. Geaslin’s opinion is 
not going to bind me. I have to decide as a matter 
of law whether or not the action was legal. I am 
assuming I might take into consideration, in the 
nature of a memorandum as to the law involved, 
what Mr. Geaslin in his capacity as counsel for 
the Commission had said. But, most certainly, I am 
not bound by it. 

Mr. Siegel: Certainly not, Your Honor. [1304] 

The Court: So that anything in the nature of 
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addendum to that opinion, as a result of his testi¬ 
mony in the flesh or by way of deposition, is not 
going to be conclusive. 

Mr. Siegel: Certainly not. 

The Court: And it will be merely an opinion 
that has been extended in a cumulative sense. Isn’t 
that right? 

Mr. Siegel: That is true, Your Honor, if the 
plaintiffs take the position that there is nothing in 
the record to show that Mr. Geaslin believed his 
findings had not yet been made in fact. That is all. 
If the plaintiffs take that position, then what Your 
Honor states is entirely correct. 

Mr. Laskv: We have offered evidence to show 
that Mr. Geaslin on several occasions said he 
thought, after some consideration and doubt, he 
could take a certain course of action, provided they 
made certain findings. 

We have also placed in evidence the finding the 
Commission made, and the stipulation is that this 
was the only finding the Commission made. And, 
from that, we are going to argue, in due course, 
when the time comes, that the Commission didn’t 
make the findings which Mr. Geaslin said in his 
opinion they should. 

• * * * * 

Mr. Siegel: Did Your Honor reserve [1306] 
decision on it at that time? 

The Court: I am not going to decide it now. I 
wanted the matter talked over, and I don’t [1307] 
think, as a matter of fact, I will say categorically 
that anything Mr. Geaslin did is evidentiary. That 
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is all. And does not preclude any finding on the 
part of the Court. 

Mr. Siegel: Certainly what was discussed by the 
Commission, one of the parties, and what it did, has 
no bearing whatever on the legal question. 

The Court: It is merely evidential as to whether 
or not the Commission went ahead wholeheartedly 
and with confidence in themselves, or whether they 
went forward with their tongue in their cheek. 

Mr. Siegel: It would be evidentiary as to whe¬ 
ther they did what he recommended, and it would 
be evidential on what the Commission considered it 
was doing. And I wouldn’t limit his testimony to 
that point. 

The Court: How can Mr. Geaslin testify as to 
what was in the mind of the Commission ? 

Mr. Siegel: He cannot. But he can testify to 
what they said, as evidence of their state of mind. 

The Court: We have that in the minutes, don’t 
we? 

Mr. Siegel: Does Your Honor take the point 
of view there is no need for the testimony of the 
persons who were Commissioners at the time? 

The Court: I rather regard the testimony as 
adduced in the minutes as controlling, unless they 
are ambiguous or have some degree of subtle [1308] 
illusion about them that needs explanation. 

Mr. Siegel: Very well, Your Honor. 

The Court: I will take the minutes as they are, 
both the minutes of the Maritime Commission and 
of the Dollar Company. They may need no explana¬ 
tion, both being in the English language. 

Mr. Siegel: Very well, Your Honor. Then I 
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assum e there would be no point in offering the testi¬ 
mony of the gentlemen who were Commissioners at 
the time? 

The Court: You mean Commissioner Land and 
Commissioner Moran? 

Mr. Siegel: Yes, Your Honor. 

The Court: I don’t need their testimony. 

Mr. Siegel: Very well, Your Honor. 

The Court: I will take what is written as writ¬ 
ten. 

Mr. Siegel: Very well, Your Honor. 

May I proceed where I was yesterday, if the 
Court please? 

The Court: Yes. 

Mr. Siegel: As I recall, at the close of yester¬ 
day’s session, I had offered and Your Honor had 
received in evidence a telegram from Mr. Laughlin 
to Mr. Geaslin, sent on June 20, 1938, Defendants’ 
Exhibit 33. 

The Court: Document 2-G-4? 

Mr. Siegel: That is correct, Your Honor. 

The Court: Defendants’ Exhibit 33—[1309] cor¬ 
rect. 

Mr. Siegel: And we offered that, not to prove 
the truth of the matters therein asserted, but solely 
to show what was before the Commission when it 
took its next action, the evidence of which I now 
wish to offer. 

I now offer in evidence as the defendants’ exhibit 
next in order document 2-F-49, the minutes of the 
United States Maritime Commission for June 21, 
1938. (Handing the document to the deputy clerk.) 

The Deputy Clerk: Defendants’ Exhibit 34. 
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(The copy of excerpt from Maritime Com¬ 
mission minutes of June 21, 1938, heretofore 
identified as document No. 2-F-49, was accord¬ 
ingly marked and received in evidence as De¬ 
fendants’ Exhibit No. 34.) 

Mr. Siegel: If Your Honor please, I am offering 
this now only on the point of what was purported 
to be done, and not the reasons therefor; and I 
therefore will proceed immediately to the next to 
the last paragraph on the first page. I will read 
the remainder at a later point— 

“After further discussion, by the ‘vea’ vote of 
Chairman Land and Commissioners Truitt and 
Woodward, Commissioner Wiley voting ‘nay’, the 
Commission authorized Chairman Land to send the 
following telegram to Reginald S. Laughlin, Special 
Counsel for the Commission at San Francisco”— 
the text of which is: [1310] 

“The Board Of Directors Of The Dollar Steam¬ 
ship Lines Inc Ltd In A Telegram To The Com¬ 
mission Dated June Sixteenth Proposed To The 
Commission Among Other Things That The Dollar 
Steamship Lines Of California Would Acquire And 
Surrender To The Commission All The Issued 
And Outstanding No Par Class B Stock Of The 
Dollar Steamship Lines Inc Ltd And Also Acquire 
And Deliver The Managing Agency Contracts, Per¬ 
sonnel, Equipment And Leases Of The Robert 
Dollar Company Under Certain Conditions. You 

Are Authorized By The Commission To Undertake 

# 

Negotiations Immediately Looking To The follow¬ 
ing Accomplishments: One All Of The Class B 
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Stock Presently Outstanding Approximately Two 
Million One Hundred Thousand Shares To Be 
Transferred To The Commission Free And Clear 
Two The Dollar Interests To Transfer To The 
Commission Not Less Than Ninety Two Thousand 
Shares Of Class A Stock Free And Clear And The 
Anglo Bank And Fleishhacker Interests To Trans¬ 
fer Not Less Than One Hundred Nine Thousand 
Shares Of Class A Stock Similarly Free And Clear 
Three The Robert Dollar Company To Transfer All 
Physical Property Owned By It Which Dollar Of 
Delaware Has Used Or Had The Right To Use 
In Connection With The Subsidized Operations 
Four The Robert Dollar Company To Give Dollar 
Of Delaware Option On All Leases Used In [1311] 
Connection With The Subsidized Operations The 
Option To Be For A Period Of Ninety Days. Dol¬ 
lar Of Delaware To Pay All Charges Presently 
Accrued Under The Leases And Relating To The 
Period Of Subsidized Operations And In Event It 
Elects To Assume Leases Will Assume All Liabili¬ 
ties Accruing During The Ninety Day Period Five 
Dollar Of Delaware To Have The Option To Ter¬ 
minate Its Lease On Space In The Robert Dollar 
Building Exercisable Within Ninety Days Six Dol¬ 
lar Of Delaware Will Not Call Upon Other Dollar 
Companies To Pay In Excess Of Ten Thousand 
Dollars In The Aggregate On Account Of Fees 
And Expenses Of Irving Frank For Legal Services 
Seven Anglo Bank Agree To Extension Fillmore 
Johnson Loan One Year Without Amortization 
And Thereafter To Stand On The Collateral And 
To Consent To Similar Extension And Standby 



vs. Emory S. Land, et al 


1553 


Agreement On Part Of Dollar Wharf And Ware¬ 
house Company With Respect To Its Fifty Thou¬ 
sand Dollar Loan On Fillmore Johnson Eight Dollar 
Of California To Similarly Extend And Standby 
With Respect To Its Two Hundred Thousand Dol¬ 
lar Fillmore Johnson Loan Nine Anglo Bank Fur¬ 
ther To Consent To Debt Cancellation Between 
Dollar Of Delaware And Dollar Wharf And Ware¬ 
house And Also Change Amortization Schedule 
Bank Loan So That The Payment Due June Thir¬ 
tieth Nineteen Forty Three Shall Be One Hundred 
Twenty Five Thousand Dollars Instead Of Present 
Two Hundred Twenty Five Thousand [1312] Dol¬ 
lars Ten Such Other Terms And Conditions As To 
You Seem Necessary And Advisable. In Considera¬ 
tion Of All The Foregoing And Upon Understand¬ 
ing That Dollar Of Delaware Retains Right To Use 
Dollar Name Commission Will Release Dollar Of 
California And R Stanley Dollar Personally From 
Any Obligations As Comakers Or Guarantors Of 
Present Mortgage Indebtedness To The Commis¬ 
sion.” 

Mr. Siegel (continuing): If the Court please, 
there is in evidence as Plaintiffs’ Exhibit 121 a 
memorandum which was identified as a memoran¬ 
dum prepared by Mr. Laughlin and submitted to 
Mr. Dollar, Mr. Lorber, Mr. Fleishhacker, the Anglo 
Bank, and the executors of the J. Harold Dollar 
estate, following the receipt of the telegram of 
Admiral Land which I have just read. 

Counsel did not read from the memorandum, and 
I wish to invite Your Honor’s attention only to 
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two paragraphs thereof. Does Your Honor have 
the document, Plaintiffs’ Exhibit 121? 

The Court: I am afraid I don’t have it here, 
Mr. Siegel. You may read it. 

Mr. Siegel: I wish to read only paragraphs 1 
and 2: 

“At 4:24 P.M., June 21, 1938, I received a tele¬ 
gram from Admiral E. S. Land, Chairman of the 
United States Maritime Commission, stating I had 
been and am authorized by the Commission to 
undertake negotiations immediately looking to the 
following accomplishments: 

“1. All of the Class B stock presently [1313] 
outstanding (approximately 2,100,000 shares) to be 
transferred to the Commission free and clear. 

“2. Dollar interests to transfer to the Commis¬ 
sion, free and clear, all Class A stock standing in 
their names and Anglo Bank and Fleishhacker in¬ 
terests to transfer to Commission, free and clear, all 
Class A stock standing in their names.” 

He then proceeds to enumerate other conditions, 
and he adds at the end: 

“Such telegram further states that in considera¬ 
tion of all of the foregoing and upon the under¬ 
standing that Dollar of Delaware retains right to 
use Dollar name, the Commission will release Dollar 
of California and R. Stanley Dollar personally from 
any obligations as co-makers or guarantors of pres¬ 
ent mortgage indebtedness to the Commission.” 

If Your Honor please, I now offer in evidence, as 
the foundation for the next offer of proof, a para¬ 
graph from the stipulation, appearing on page 33, 
line 16: 
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“40. Document 2-P-53 is a true copy of a letter 
of June 21, 1938, from H. M. Lorber to R. Stanley 
Dollar. Enclosed with that letter was a copy of 
Document 2-P-54.” 

Document 2-P-54 now being Plaintiffs’ Exhibit 
121 from which I have just read. [1314] 

I now offer in evidence, as the defendants’ exhibit 
next in order, Document 2-P-53 (handing the docu¬ 
ment to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 35. 

(The copy of letter June 21, 1938, H. M. 
Lorber to R. Stanley Dollar, heretofore identi¬ 
fied as Document No. 2-P-53, was accordingly 
marked and received in evidence as Defendants’ 
Exhibit No. 35.) 

Mr. Siegel: The letter reads: 

“Dear Stanley: 

“At 4:45 this afternoon Mr. Laughlin called me 
on the telephone and asked if I would come up to 
his office in connection with a telegram which he 
had just received from Washington, so I went 
over and he handed me the enclosed, which purports 
to cover the telegram above mentioned. 

“He asked me how soon we could get action on 
this proposal, as the Maritime Commission were 
only interested in these conditions provided they 
could have prompt action, so there would be no 
further interruption in the service. 

“Mr. Laughlin asked me if I could give an an¬ 
swer tonight, which, of course, I told him was 
impossible. Thereupon he urged me to give him an 
answer tomorrow and I told him I could not [1315] 
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indicate whether or not we could give him any 
answer tomorrow, but that we would do so as soon 
as possible. 

“He tried to get me to make a commitment on 
the proposal, but I stated I could not make any 
commitments, as this is a matter for the Directors 
to pass upon, and several of them are out of town. 

“This proposal differs somewhat from his talk 
with ‘Judge 7 Ferguson, but I presume this is the 
last memorandum he has received from Washing¬ 
ton. 

“We will confer with you on the telephone after 
you receive this letter, and meantime we will get 
together with Keith and Robbie the first thing in 
the morning and be in position to give you our 
ideas.” 

And parenthetically, Your Honor, Keith is the 
first name of Keith R. Ferguson; and “Robbie” is 
the first name of Robert Dollar, II. 

We offer that as evidence that Mr. Laughlin, as 
counsel, conferred with Mr. Lorber and Mr. Fer¬ 
guson and Mr. Robert Dollar, II, and obtained 
their views, and that was passed along to Mr. 
Dollar. 

Mr. Harrison: We object to it as offered for 
that purpose, because the letter is not evidence of 
the carrying out of the intention stated therein. 

Mr. Siegel: In the first place, Mr. Lorber is a 
plaintiff and there is an express [1316] declara¬ 
tion of intention of what he intended to do, as 
described, in the future. 

Mr. Harrison: That is a new one on me. 
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The Court: What he intended to do was merely 
to get in touch with— 

Mr. Siegel: Judge Ferguson. 

The Court: Judge Ferguson and Robert Dollar, 
II, and notify R. Stanley Dollar he was going to 
do that, and also get in touch with the other direc¬ 
tors. 

Mr. Siegel: That is correct; he got in touch with 
the lawyer, Your Honor, and went over the pro¬ 
posal. 

Mr. Harrison: I object to the evidence of coun¬ 
sel. He is not sworn. 

The Court: He did get in touch with them, and 
the result was that? 

Mr. Siegel: I will now offer proof on that point, 
if Your Honor please. 

The Court: What was the result? 

Mr. Siegel: He prepared a memorandum which 
I will ask Your Honor— 

The Court: The end result is what?—no, they 
wouldn’t go along with it? 

Mr. Siegel: Oh, no, Your Honor—quite the con¬ 
trary. The end result was that they went along on 
this proposal. 

The Court: There is no doubt about that, then? 

Mr. Siegel: No, sir. [1317] 

The Court: There is no doubt about that, Mr. 
Harrison; they went along; but you are placing a 
different interpretation on the going along than the 
Government does. All right. 

Mr. Siegel: As the foundation for a further of¬ 
fer, if the Court please, I would like to read on 
page 33 of the stipulation, at line 14: 
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“39. Document 2-P-52 is a copy of a memoran¬ 
dum prepared by H. M. Lorber.” 

This memorandum, if the Court please, I will 
have to comment on. First we will offer it in evi¬ 
dence as the defendants’ exhibit next in order, 
Document 2-P-52. I am handing up to the Court 
along with it, if Your Honor please, a copy of the 
letter of Dollar Steamship Line to Dollar of Dela¬ 
ware, June 16, 1938, which is already in evidence, 
because it will be our submission that the memoran¬ 
dum I am now offering in evidence is a memoran¬ 
dum comparing the letter of June 16, with the 
memorandum of Mr. Laughlin of June 21 (handing 
the documents to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit 36. 

Mr. Harrison: May it please the Court, we wish 
at this time to make an objection to the document, 
because in perusing it, we cannot find in any man¬ 
ner it is connected with the matters in litigation, 
and I would like to have counsel state in [1318] 
what way it is identified with the documents in 
evidence. 

Mr. Siegel: I should be glad to do so, if Your 
Honor please. It is on its face a comparison of one 
document with another. The question is, what docu¬ 
ments does this memorandum purport to compare? 

A comparison of the numbered comments, num¬ 
bered 1 through 10, will show each of them is num¬ 
bered the same, in the same order with the subject 
matter numbered from 1 to 7 in the letter of June 
16, 1938, of Dollar of California. Therefore, what¬ 
ever other document this memorandum, 2-P-52, is 
referring to, it clearly refers, or we will ask Your 
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Honor to infer that it refers, to the letter of June 
16, 1938. It then goes on to state: 

“1. Unchanged. O.K.” 

From this it is clear, we submit, that Mr. Lorber 
regarded the proposal of Dollar Steamship Line to 
surrender the 2,100,000 shares of B stock as the 
same as the proposal contained in another memo¬ 
randum as he is herein referring to. The evidence 
in our submission would justify Your Honor in 
inferring that the one memorandum he is compar¬ 
ing is the memorandum of Mr. Laughlin of June 
21, 1938, which memorandum proposes a transfer 
free and clear. 

It is our submission, therefore, that in Mr. Lorber’s 
view, the proposal of the Maritime Commission and 
of Dollar Steamship Line were one and the [1319] 
same, and that the surrender, on the one hand, and 
the transfer free and clear, on the other, were 
regarded by one of the plaintiffs, who is individu¬ 
ally a plaintiff and also an officer of Dollar of Cali¬ 
fornia, as one and the same. 

That is the point of this memorandum. 

Mr. Lasky: If Your Honor please, all this piece 
of paper is is a piece of paper in the handwriting 
of Mr. Lorber. And all that anybody was able to 
find out about it is that, and that is all we could 
stipulate about it. It is not dated, and it is not 
stated what it referred to. It may be a comparison 
of some of the later drafts. We placed in evidence, 
Your Honor will recall, a series of drafts. And we 
don’t know what this is comparing, or purports to 
compare; and counsel’s argument that he can look 
at a piece of paper which is undated, which no- 
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body knows when it was written, and that he can 
say this is a comparison of Mr. Laughlin’s memo¬ 
randum, that is, to my mind, a “ chops and tomato 
sauce’’ argument. 

Your Honor will recall the famous case of Bardell 
vs. Mr. Pickwick, in which Mr. Pickwick said, 
“Chops and tomato sauce at 2 o’clock”—and, on 
the basis of that, he was held liable for breach of 
promise. 

The Court: I remember Jamdyce vs. Jamdyce, 
but not that one. 

Mr. Siegel: Your Honor will recall the [1320] 
references to the two documents I have referred to, 
and may I say further word on that subject? 

The Court: Supposing I say a word on that, 
Mr. Siegel, and you can be governed accordingly: 
There is no doubt about it that the so-called read¬ 
justment plan agreement was entered into on the 
15th of August. 

Now, I am assuming you are offering this piece 
of evidence here to indicate that it might possibly 
reflect upon an attitude of mind which is important, 
namely, the attitude of mind of the individuals in¬ 
volved on the plaintiffs’ side—Mr. Lorher or Mr. 
Dollar—and the attitude of mind of the corporation, 
in so far as the corporation can be said to have an 
attitude of mind, as to what they understood by the 
agreement of August 15, 1938, in relation to what 
they were doing with respect to their stock. Isn’t 
that it? 

Mr. Siegel: That is correct, Your Honor. And I 
merely wish to show that this proposal was a volun¬ 
tary one, voluntarily initiated by the plaintiffs, if 
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the inference which I suggest Your Honor should 
draw from this memorandum may properly be 
drawn. 

I do not say the document in any sense is conclu¬ 
sive. I say it is evidence of the fact that the plain¬ 
tiffs voluntarily initiated a proposal, which they 
regarded as identical with the one Mr. Laughlin 
transmitted on June 21. 

The Court: There is independent evidence [1321] 
to the fact to demonstrate that, isn’t there? 

Mr. Siegel: Precisely, Your Honor. There is 
independent evidence, and if the plaintiff wishes 
to concede that, I will withdraw the offer. 

Mr. Lasky: We are not making concessions of 
things of that character. 

The Court: I will concede it. There is independ¬ 
ent evidence indicating there was voluntary parti¬ 
cipation by the individuals involved. 

Mr. Siegel: And that it was substantially the same 
as the one Mr. Laughlin communicated. 

The Court: That is a finding of fact that I will 
determine when the time comes to discuss with 
myself, so to speak, the evidence in the case. 

Mr. Siegel: Very well, Your Honor. May I have 
the document marked? Is the document excluded? 

The Court: I thought you were going to reserve 
the offer. 

Mr. Siegel: I will offer the document now, Your 
Honor. 

The Court: Excluded. 

Mr. Siegel: May I have it marked for identifica¬ 
tion? 

The Court: Very well. 
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The Deputy Clerk: Defendants’ Exhibit 36 for 
identification. [1322] 

(The memorandum heretofore identified as 
Document No. 2-P-52, with Dollar Steamship 
Line letter dated June 16, 1938, attached 
thereto, was accordingly marked for identifica¬ 
tion as Defendants’ Exhibit No. 36.) 

The Court: And I am excluding it, for the rec¬ 
ord, Mr. Siegel, on the ground that while it may 
purport to mean what counsel says it means, there 
has been no predicate laid to indicate that. In other 
words, it is undated, and the only inference I could 
draw from it is that presumably, as you have said, 
it relates to the same subject matter. But, again, 
I say it is de minimus. 

Mr. Siegel: I next invite Your Honor’s attention 
to the document which is plaintiffs’ exhibit 123 in 
evidence. This document has been identified as an 
outline drafted by Mr. Laughlin and submitted to 
the same parties to whom he sent his memorandum 
of June 21, 1938. 

* * * * * 

Mr. Siegel: Paragraph 1 reads: [1323] 

“1. The following Class B stock (constituting all 
of such stock issued and outstanding) will be trans¬ 
ferred to the Commission, or its nominee, free and 
clear of all liens and incumbrances: 


“(a) Dollar of California. 1,872,210 

“(b) Robert Dollar Co. .. 227,790 


Total 


2,100,000 
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Mr. Siegel: Now, if Your Honor please. I [1324] 
ask Your Honor to note the comments in the hand, 
as has been so stipulated, of Mr. R. Stanley Dollar. 
Next to the word “ transferred, 7 7 he inserts in his 
hand the word “assigned.” And on the side, beside 
the names of the parties to transfer the B stock, 
he inserts the words “stock transfer tax.” 

On paragraph 10, if Your Honor please, he adds 
opposite the word “transferred,” the word “en¬ 
dorsed.” 

I am not suggesting, Your Honor, and I am not 
offering this as evidence to prove Mr. Dollar knew 
the technical meaning of the word “assigned.” But 
I will ask Your Honor to take judicial notice of 
the provisions of the Uniform Stock Transfer Act, 
as amended in California and as in effect on this 
date; and the sections which I would like to read 
are these: 

“Civil Code, 1931, Section 330.1,” with [1325] 
the heading— 

“How Title to Certificates and Shares May Be 
Transferred. 

“Title to a certificate and to the shares repre¬ 
sented thereby can be transferred only— 

“(a) Endorsed certificate. By delivery of the 
certificate endorsed either in blank or to a specified 
person by the person appearing by the certificate 
to be the owner of the shares represented thereby; 
or 

“(b) Certificate and Assignment. By delivery of 
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the certificate and a separate document containing 
a written assignment of the certificate, or a power 
of attorney to sell, assign or transfer the same or 
the shares represented thereby, signed by the per¬ 
son appearing by the certificate to be the owner of 
the shares represented thereby. Such assignment or 
power of attorney may be either in blank or to a 
specified person; or 

“(c) Endorsement by trustee, et cetera.’ 7 

* * * * * 

Mr. Siegel: To complete our proof on [1326] 
this point, I wish to read from the stipulation, page 
33, line 27. 

The Court: 2-P-55? 

Mr. Siegel: That is correct, Your Honor— 

“42. Document 2-P-55 is a true copy of a memo¬ 
randum of June 29, 1938, sent by R. Stanley Dollar 
to J. D. Hopkins; enclosed with it was a copy of 
Document 2-P-54. 77 

Document 2-P-54 being Mr. Laughlin’s memo¬ 
randum to the various plaintiffs, of June 21, 1938. 

And I now offer in evidence as the defendants 7 
exhibit next in order, Document 2-P-55 [1327] 
(handing the document to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 37. 

(The copy of communication dated June 29, 
1938, heretofore identified as Document No. 
2-P-55, was accordingly marked and received in 
evidence as Defendants’ Exhibit No. 37.) 
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[Defendants’ Exhibit 37 reads as follows:] 

June 29, 1938. 

J. D. Hopkins 
Washington Office 

Attach copy of memorandum from Mr. Laughlin: 

1. Seems o.k. They specified stock must be trans¬ 
ferred to the Commission free and clear, but we 
specified we would endorse the stock and hand it 
over to them. 

2. Seems o.k. to Dollar group, except must accept 
stock subject to pledge. 

3. Do not know what they mean by “physical 
property”, so specified furniture, fixtures and auto¬ 
mobiles. 

4. Told them could not be accomplished. 

5. Could not be accomplished. 

6. Advised them this must be negotiated between 
Board of Directors of Dollar of Delaware and Mr. 
Frank. Incidently, Mr. Frank put in a bill for 
$35,000 about six months ago and undoubtedly will 
want something for his services between that date 
and the present time. 

7. Out. Because beyond our control. 

8. We agreed to extend for one year. 

9. Out. Because beyond our control. 

10. Too ambiguous. Impossible to accomplish. 
Next item about Dollar of Delaware. Told them 

they could not retain the name or trade marks, but 
would let them use same for 90 days. 
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Mr. Siegel: * * * [1328] 

I now invite Your Honor’s attention to a docu¬ 
ment which is in evidence as Plaintiffs’ Exhibit 124, 
and which is an unnumbered draft of the adjust¬ 
ment plan. 

* * * * * 

Mr. Siegel: I will read paragraphs 1, 2, and 4 
of this document 10-2, which is Plaintiffs’ Exhibit 
124: 

“1. The following Class 4 B’ stock (constituting 
all of such stock issued and outstanding) will be 
transferred to the Commission, or its nominee, free 
and clear of all liens and incumbrances: 

“(a) Dollar of California 1,872,210 shares 

“(b) Robert Dollar Co. 227,790 shares 


Total 2,100,000 shares 

“2. The following Class 4 A’ stock will be trans¬ 
ferred to the Commission, or its nominee, free and 


clear: 


44 (a) Harold Dollar Estate 

24,107 shares 

44 (b) Stanley Dollar 

1,780 shares 

44 (c) H. M. Lorber 

9,174 shares 

44 (d) Mortimer Fleishhacker 


and family [1329] 

26,122 shares 

44 (e) Robert Dollar Company 

2,075 shares 

44 (f) Admiral Oriental 

122 shares 

Total 

63,380 shares 


And paragraph 3 I will omit, because it refers to 
Herbert Fleishhacker’s shares, which were not 
transferred to the Commission under the modifica¬ 
tion agreement of August 19, 1938. 
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And paragraph 4: 

“4. The following Class ‘A’ stock will be trans¬ 
ferred to the Commission, or its nominee, subject 
to existing pledges and subject to option agreements 
referred to in paragraph 5 hereof.” 

And then it proceeds to list the stock that was 
then subject to existing pledge, in a total of 51,533 
shares. 

* * * * * 

Mr. Siegel: The next document I wish to call 
Your Honor’s attention to is the next draft of the 
Adjustment Plan, which is Plaintiffs’ Exhibit 125, 

and headed “Draft No. 2.” 

* * * * * 

Mr. Siegel: I would like to call Your [1330] 
Honor’s attention to paragraph 14, of Draft No. 
2, which reads as follows: 

“14. The Commission and Dollar of Delaware 
will release Stanley Dollar and Dollar of California 
from all liability as co-makers, guarantors or en¬ 
dorsers of the ship mortgage notes.” 

I ask Your Honor to note that in this draft, 
Draft No. 2, there is as yet no provision against 
crediting the debt of Dollar of Delaware. 

Now, if the Court please, there is in [1331] evi¬ 
dence as Plaintiffs’ Exhibit 130 a teletype, from 
Mr. Geaslin to Mr. Laughlin, commenting on Draft 
No. 2. 

The Court: That is 130, you say? 

Mr. Siegel: That is Plaintiffs’ Exhibit 130. 

I wish to invite Your Honor’s attention only to 
one paragraph in this teletype at this time: 

“5. In paragraph 14”—that is to say, referring 
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to Draft No. 2—“In paragraph 14 add the follow¬ 
ing sentence: 

“Dollar of Delaware agrees however that such 
releases shall not release or in any way impair its 
obligations under said notes or under the mort¬ 
gages securing the same nor shall any credit as 
to principal or interest be given to Dollar of Dela¬ 
ware by virtue of any consideration given to the 
Commission for such releases. 77 

The origin, if Your Honor please, of the pro¬ 
vision to which plaintiffs have made so much refer¬ 
ence in this case. 

***** 

Mr. Siegel: And I call Your Honor’s [1332] 
attention to paragraph 15 of this draft, reading as 
follows, in Draft No. 2-A. (Plaintiffs 7 Exhibit 131) 
Your Honor will note this provision had been 14 
in Draft No. 2. It is 15 in Draft 2-A: 

“15. The Commission and Dollar of Delaware 
will release R. Stanley Dollar and Dollar of Cali¬ 
fornia from all liability as makers, co-makers, guar¬ 
antors or endorsers of the ship mortgage notes cov¬ 
ering the steamships President Harrison, Hayes, 
Adams, Garfield, Polk, Monroe, Van Buren, Taft, 
Cleveland, Wilson, Lincoln and Pierce, in such man¬ 
ner as to preserve and protect the liability of Dollar 
of Delaware on said ship mortgages and the priori¬ 
ties of said mortgages, and Dollar of Delaware will 
do and take all action and proceedings and autho¬ 
rize, execute and deliver all instruments and writ¬ 
ings that may be necessary to accomplish such re¬ 
sult or that the Commission may deem advisable for 
such purpose, and agrees that said releases shall 
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not release or in any way impair its obligations 
under said notes or said mortgages securing the 
same, nor shall any credits be allowed or given 
thereon, either as to principal or interest, by reason 
of the stock transfers or other consideration that 
may be received by the Commission under the terms 
and provisions thereof. The Commission and [1333] 
Dollar of Delaware will deliver to R. Stanley Dollar 
and Dollar of California such instruments as may 
be necessary or proper to evidence said releases, 
and the Commission shall return to R. Stanley Dol¬ 
lar and Dollar of California all said ship mortgage 
notes on which there are no other makers, co-makers 
or endorsers.” 

Mr. Siegel (continuing): Now, if the Court 
please, as foundation for our next offer, I wish to 
read from page 106 of the stipulation, line 28: 

“10. Document 16-6 is a true copy of another 
memorandum, the original of which was prepared 
by Mr. Ferguson on July 23, 1938.” 

And we now offer in evidence as the defendants’ 
exhibit next in order Document 16-6 (handing the 
document to the deputy clerk). 

Mr. Lasky: As to that, if Your Honor please, 
we have an objection. 

Mr. Siegel: May I state, for a moment, the 
nature of the document, in order that the Court may 
pass on it? 

Mr. Lasky: The Court has it before it, and the 
Court can see what it is. I mean, it speaks for it¬ 
self. 

The Deputy Clerk: Defendants’ Exhibit 38. 

Mr. Lasky: If Your Honor please, when Mr. 
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Siegel was in San Francisco we entered into a 
written stipulation which is in the files of [1334] 
this Court, about who Mr. Keith Ferguson was. 
That stipulation states that Mr. Ferguson—or let 
me say, the stipulation signed August 27, 1947, 
and which was approved by Judge Letts on Febru¬ 
ary 4, 1948, and is on file in the files here, provides 
that at that time Mr. Keith Ferguson was not 
the attorney for any person or party herein in¬ 
volved, other than the estate of J. Harold Dollar, 
with respect to which he was also one of the execu¬ 
tors, until September 1, 1938. It further provides: 

“At all times herein mentioned said Keith R. 
Ferguson was and acted as one of the executors 
of the estate of J. Harold Dollar and as attorney 
therefor; and to the extent he acted as the attorney 
therefor, the attorney-client privilege is hereby 
waived.’’ 

We waived it and Mr. Siegel talked to Mr. Fer¬ 
guson and went into Mr. Ferguson’s files. This 
purports to be a memorandum by Mr. Ferguson of 
certain events. This is purely hearsay. There was 
no stipulation that this memorandum could be taken 
as the testimony of Mr. Ferguson. 

It was suggested counsel might take Mr. Fergu¬ 
son’s deposition. He did not see fit to do so. 

If an attorney makes a memorandum of an event 
and tucks it into his files, that memorandum is not 
evidence of the truth or falsehood of any event 
testified to. We object to this on that ground. 

Mr. Siegel: If Your Honor please, Mr. [1335] 
Ferguson and Mr. Robert Dollar, II, were parties 
to this contract, and on the same basis that Your 
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Honor has previously ruled this document is ad¬ 
missible as an admission and statement by a party. 

I may say this is one of the most important 
documents the Government will offer, for the reason 
that it describes in vivid detail the nature of these 
negotiations. 

Moreover, it constitutes an admission by Mr. 
Ferguson, so far as the estate is concerned, that 
the estate was acting in concert with the other Dol¬ 
lar interests. 

We have offered other proof, admissions from 
Mr. Dollar and Mr. Lorber, that they in turn were 
acting in concert with the other Dollar interests, 
and we will therefore ask Your Honor to receive 
this, not only as against the Estate, as to which it 
is clearly admissible, but against all of the Dollars 
who were acting in concert. 

This document show’s there were not one, but 
two, and maybe three lawyers passing on the docu¬ 
ment, draft 2-A, which is the one which contains 
the provision of which counsel makes so much, 
including a lawyer for Dollar of Delaware. And it 
says that this provision, to which so much atten¬ 
tion was given and importance was attached by 
plaintiffs, was in fact passed on by counsel for 

the Dollars and for Dollar of Delaware. 

* * * * * 

The Court: Mr. Siegel, this memorandum [1337] 
of Mr. Ferguson as to the facts in relation to the 
various conferences and telephone calls that were 
had, is hearsay. 

Mr. Siegel: That is right. 
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The Court: And therefore it is excluded on that 
ground. 

■**■**■* 

The Court: 

However, you will recollect I asked Mr. [1340] 
Harrison quite categorically whether or not at the 
time this agreement was entered into the Dollar in¬ 
terests or the Dollar Line of Delaware, or Dollar of 
California, were represented by counsel, and if they 
were predicating part of their case—and we were 
discussing the aspect of the so-called business com¬ 
pulsion—on the fact that the plaintiffs were not rep¬ 
resented by counsel at the time, and he quite cate¬ 
gorically said no, that they were represented by coun¬ 
sel, and to his mind that was not a controlling factor. 

Mr. Siegel: Very well, Your Honor. 

The Court: So this merely shows—and I [1341] 
have read it very carefully—that Mr. Ferguson, in 
his capacity as executor and counsel to the executors 
of the J. Harold Dollar estate, was having a great 
deal of conversation with and conferences with the 
other parties with respect to the suggestions made to 
adjust the difficulties. There is no question about 
that That is the fact. 

Mr. Siegel: Very well. Your Honor. May we just 
have the document marked for identification? 

The Court: Very well. 

(The document heretofore identified as No. 
16-6, was accordingly marked for identification 
as Defendants’ Exhibit No. 38.) 

The Court: And you may offer it, if you w r ant, for 
the record. 
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Mr. Siegel: Just for the record, I will offer it. 

The Court: And you want me to exclude it ? 

Mr. Siegel: Yes, Your Honor. 

The Court: All right; I will exclude it. 

Mr. Siegel: I will offer as the defendants’ exhibit 
next in order, document 2-C-15, which is the draft of 
minutes of the board of directors of Dollar of Dela¬ 
ware of July 9, 1938. 

The Deputy Clerk: Defendants’ Exhibit [1342] 
39. 

(The minutes of board of directors’ meeting 
July 9, 1938, heretofore identified as document 
No. 2-C-15, was accordingly marked and re¬ 
ceived in evidence as Defendants’ Exhibit No. 
39.) 


[Defendants’ Exhibit 39 reads in part as fol¬ 
lows :] 

MEETING OF THE BOARD OF DIRECTORS 
DOLLAR S.S. LINES INC., LTD. 

July 9, 1938 

Meeting called to order by the Chairman, Mr. R. 
Stanley Dollar, at 9:30 a.m. Those present were: R. 
Stanley Dollar, G. H. Wren, P. E. Hoover, J. Hugh 

Jackson, A. B. Poole, D. T. Buckley (Secty.). 

* * * * * 

Mr. Laughlin entered the meeting. The Chairman 
explained to Mr. Laughlin that the various points in 
his memo had been discussed at the meeting and that 
the Board would like to talk the whole situation over 
with him and see if there was anything else the Board 
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could do to bring the matter to a conclusion. The 
Chairman stated that it was the whole-hearted pur¬ 
pose of the Board to perpetuate the line and protect 
the creditors. The Chairman went over the memo 
point by point and stated just what he had reported to 
the Board on each point and concluded by stating that 
Item 2 in regard to the stock of the company was 
really the only item on which we had not absolutely 
agreed. 

* * * * * 

Wren asked if it would be possible to have a voting 
trust established. Mr. Laughlin stated he felt the 

M.C. would not go for that. 

* * * * * 


* * * * * 

Mr. Siegel: 

Now, as foundation for my next offer of proof, if 
Your Honor please, we will read from the stipulation, 
at page 89, line 22: 

“11. Document 10-11 is a true copy of a letter dated 
July 23, 1938, from Mr. Keith Ferguson to Mr. 
Laughlin. The notations thereon are in the handwrit¬ 
ing of Mr. Reginald S. Laughlin.” 

And I now offer in evidence as the defendants’ 
exhibit next in order document 10-11 (handing the 
document to the deputy clerk). [1343] 

The Deputy Clerk: Defendants’ Exhibit No. 40. 

(The copy of letter July 23, 1938, Ferguson 
to Laughlin, heretofore identified as document 
No. 10-11, was accordingly marked and received 
in evidence as Defendants’ Exhibit No. 40.) 
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[Defendants’ Exhibit 40 reads as follows:] 
[Estate of J. Harold Dollar Letterhead] 

July 23, 1938 

Mr. Reginald S. Laughlin 
Standard Oil Building 
San Francisco, California 

Dear Mr. Laughlin: 

Re: Agreement respecting Adjustment 
Plan of Dollar Steamship Lines Inc. Ltd., Draft 
No. 3 

As one of the Executors of the Estate of J. Harold 
Dollar, deceased, I desire to propose the following 
changes in the above plan: 

Paragraph 9, page 5, to read as follows: 
“Dollar of California will acquire and sell to 
Dollar of Delaware and Dollar of Delaware will 
purchase, the clear and unencumbered title to all 
office furniture, office furnishings, office fixtures, 
and office equipment owned by The Robert Dollar 
Co. now situate in the office space subleased by Dol¬ 
lar of Delaware; also all automobiles (including, 
but without limitation, the Chrysler automobile) 
used by The Robert Dollar Co. for the sum of 
$100,000.00 payable $35,000.00 in cash and $65,- 
000.00 in preferred stock of Dollar of Delaware at 
the par value thereof.” 

[Handwritten marginal note: No] 

The intent of this paragraph is that Dollar of Dela¬ 
ware shall acquire all the office equipment now lo¬ 
cated in the office space now under lease to Dollar of 
Delaware. This will include the furniture and fix- 
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tures located in the premises leased by Dollar of 
Delaware on the 10th floor of the Robert Dollar 
Building, situate west of the lobby, but will not in¬ 
clude the furniture, fixtures, et cetera in any other 
space on the 10th floor. 

With respect to Paragraph 10—page 5 
The intent of this paragraph is that any obliga¬ 
tions to any of the employees which became fixed and 
enforceable prior to January 25,1938 while such em¬ 
ployees still remained in the employ of the Company 
are to be assumed by The Robert Dollar Co.; that all 
obligations arising on or after January 25, 1938 by 
the law, or by reason of any act of Dollar of Delaware 
in the change of employment from The Robert Dol¬ 
lar Co. to Dollar of Delaware, or by discharge, death, 
sickness or other act which thereupon vests an obli¬ 
gation to such employee shall be assumed by Dollar 
of Delaware. 

[Handwritten marginal note: O.K.] 

The clear intention of the parties in this regard, 
should be clearly expressed in the Plan or by separate 
letter. 

Paragraph 11, page 5—should be changed to 
read: 

“11. Dollar of Delaware will affirm and assume 
the existing lease between The Robert Dollar Co. 
and the owners of the Robert Dollar Building, San 
Francisco, California, dated April 1, 1937, which 
shall be duly approved by the Commission” 
[Handwritten marginal note: O.K.] 

The reason for this change is that Dollar of Dela¬ 
ware has only a sub-lease of the offices during the 
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term of the temporary operating differential subsidy, 
which is about to expire. 

Paragraph 19, page 7—should be modified so as to 
amend the last two lines of the paragraph to read: 
“* * and so to provide that the rights of the mort¬ 
gagees other than Dollar of California shall be 
limited to the collateral.” 

[Handwritten marginal note: No] 

The reason for this change is that Dollar of Cali¬ 
fornia, whose loan is $200,000. occupies a third place, 
and by giving it the right to a deficiency in the event 
of a sale on an unfavorable market, will prevent the 
dumping of these vessels on an unfavorable market 
without any responsibility therefor. 

Very truly yours, 

/s/ KEITH R. FERGUSON 
Keith R. Ferguson, one of the Executors of the 
Estate of J. Harold Dollar, Deceased. 

KRF :IA 


• * * * * 

Mr. Siegel: If Your Honor please, I had [1347] 
stated that what was paragraph 15, in the draft No. 
3, became paragraph 14 in the draft approved on 
August 2, 1938, by the Commission, and finally 
adopted August 15 by the parties; and that appears, 
just for the reference, Your Honor, in Plaintiffs’ 
Exhibit 137, which is the Commission’s minutes of 
August 2,1938, special meeting. 
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Mr. Siegel: 

I now invite Your Honor’s attention to a comment 
appearing in Plaintiffs’ Exhibit 138, in the minutes 
of Dollar of Delaware of August 8, 1938, that is to 
say, after the date on which the Commission had ap¬ 
proved the final draft, in which the release provision 
appeared in paragraph 14. And with that explana¬ 
tion, I invite Your Honor’s attention to the re¬ 
mainder of the sentence which Mr. Harrison read. 
Mr. Harrison read this part of the sentence: 

“This agreement was substantially the same as the 
agreement which had been discussed by the directors 
at their meeting of July 18 and which had been 
spread on the minutes.” 

And then I would like to read the remainder of the 
sentence: 

“with the exception of minor changes [1347-A] 
made in paragraphs numbered 11, 14, and 18, and 
the inclusion of a new paragraph number 20, per¬ 
taining to principal payments to tEte Anglo-Califor- 
nia National Bank.” 

Mr. Siegel (continuing) : Your Honor will [1348] 
recall that on July 18 Draft No. 2 had been submitted 
to the board of directors, which did not contain the 
“no credit” clause. The draft now submitted to the 
board of directors contains that clause, in paragraph 
14, and the comment which I have read is in reference 
to that and other minor changes. 

I will now offer in evidence as the foundation for 
my next offer of proof, a paragraph from the stipula¬ 
tion, at page 116, line 21: 

“Document 20-11 is a true copy of a letter of Sep- 
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tember 6,1938, from Keith R. Ferguson to Reginald 
S. Laughlin.” 

And I now offer as the defendants’ Exhibit next 
in order Document 20-11 (handing the document to 
the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 41. 

(The copy of letter September 6,1938, Fergu¬ 
son to Lau ghlin, heretofore identified as Docu¬ 
ment No. 20-11, was accordingly marked and re¬ 
ceived in evidence as Defendants’ Exhibit No. 
41.) 

[Defendants’ Exhibit 41 reads as follows:] 
[Keith R. Ferguson Letterhead] 

September 6, 1938 

Mr. Reginald S. Laughlin 
Special Counsel, United 
States Maritime Commission 
Standard Oil Building 
San Francisco, California 

Dear Sir: 

Re: Escrow Agreement—Plan of Reorgan¬ 
ization Dollar Steamship Lines Inc. Ltd. 

After reviewing the proposed Escrow Instructions, 
I would suggest the following changes: 

Paragraph (4), Page 2—Fourth line: Change the 
words “Paragraph 4(a)” to the words “Paragraph 
4(b)”. 

Paragraph (5) Page 3—Third line: After the word 
“covering” insert “all the right title and interest of 
R. Stanley Dollar and the Estate of J. Harold Dollar 
deceased in and to”. 
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Paragraph (5) Page 3—Fifth line: After the word 
“Agreement’’ insert “owned in common by R. Stan¬ 
ley Dollar, J. Harold Dollar and Herbert Fleish¬ 
hacker”. 

Note: The foregoing insertions are suggested in 
view of the letter from Herbert Fleishhacker to R. 
Stanley Dollar and to the Executors of the Estate of 
J. Harold Dollar, in which he consents to the transfer 
of these shares of stock which, in his letter, he asserts 
are ‘owned in common by R. Stanley Dollar, Herbert 
Fleishhacker and the Executors of the Estate of J. 
Harold Dollar. 

Paragraph (8), Page 3 — After the last word, 
“Agreement”, insert “as described and set forth in 
letters from Dollar Steamship Line (California) to 
Reginald S. Laughlin, and confirmed by letter of Reg¬ 
inald S. Laughlin to Dollar Steamship Line (Califor¬ 
nia) dated August 11 and 15, respectively. 

Paragraph (9), Page 3—Third line, after the word 
“Agreement” insert “as described in the exhibit at¬ 
tached to letter of Dollar Steamship Line (Califor¬ 
nia) to Reginald S. Laughlin, dated August 10, 
1938.” 

Paragraph (10), Page 3 — insert after the last 
word, “Agreement” the following: “as provided in 
letter from The Robert Dollar Co. to Reginald S. 
Laughlin dated August 19, 1938.” 

I note that you are suggesting that Pacific Light¬ 
erage Corporation, Olympic Refining Co. and Dollar 
Terminal Steamship Co. execute the escrow instruc¬ 
tions. I do not note, however, where any of these com¬ 
panies are to deliver to the Escrow Holder any docu¬ 
ments. Under the Plan, the Olympic Refining Com- 
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pany, Pacific Lighterage Corporation and Dollar 
Terminal Steamship Co. are each to execute an 
Agreement Necessary to Foreclose Attack on Trans¬ 
actions had in connection with Debt Adjustment re¬ 
ferred to in Blue Book, pages 22-25 and page 23 (c). 

Is it your conclusion that it is not necessary to exe¬ 
cute these agreements and place them in escrow ? 

The foregoing are suggestions made after a hur¬ 
ried examination of the escrow instructions, and it 
may be necessary to propose some other minor 
changes. 

Very truly yours, 

/s/ KEITH R. FERGUSON 

Keith R. Ferguson. 

KRF:IA 


• * * * * 

Mr. Siegel: This is a letter from Mr. Ferguson, 
counsel for all the Dollar interests at this time. 

Now, if the Court please, as a foundation for the 
next offer of proof, I wish to read from page 117 of 
the stipulation, line 2. 

The Court: Document 20-15? 

Mr. Siegel: That is correct, Your Honor— 

“15. Document 20-15 is a true copy of a letter of 
October 10,1938, from Keith R. Ferguson to Admiral 
Oriental Line. 

“16. Document 20-16 is a true copy of a letter of 
October 10, 1938, from Keith R. Ferguson to H. M. 
Lorber. 

“17. Document 20-17 is a true copy of a letter of 
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October 10, 1938, from Keith R. Ferguson [1350] 
addressed to ‘Estate of J. Harold Dollar.’ 

“18. Document 20-18 is a true copy of a letter of 
October 10,1938, from Keith R. Ferguson to R. Stan¬ 
ley Dollar. 

“19. Document 20-19 is a true copy of a letter of 
October 10, 1938, from Keith R. Ferguson to Dollar 
of California. 

“21. Document 20-21 is a true copy of a letter of 
October 10, 1938, from Keith R. Ferguson to Regi¬ 
nald S. Laughlin.” 

And I now offer in evidence as the defendants’ 
exhibit next in order Document 20-15 (handing the 
document to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit 42. 

(Copy of letter October 10, 1938, Ferguson to 
Admiral Oriental Line, heretofore identified as 
Document No. 20-15, was accordingly marked 
and received in evidence as Defendants’ Exhibit 
No. 42.) 

Mr. Siegel: The letter reads—and this is ad¬ 
dressed to Admiral Oriental Line, one of the trans¬ 
ferors of the stock in controversy: 

“Gentlemen: 

“Re: Agreement Respecting Adjustment Plan of 
Dollar Steamship Lines Inc. Ltd. 

“The necessary instruments have been [1351] 
drawn for the consummation of the foregoing Plan, 
in conformance with the provisions thereof, and are 
herewith presented for execution by the proper 
parties thereto. 

“For your convenience, I list the following instru- 
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merits and stock to be executed and endorsed by Rob¬ 
ert Dollar, II, Vice President and E. H. Hall, Secre¬ 
tary: 

“1. Escrow Instructions. 

“2. Paragraph 2 of Agreement: 

“Endorsement in blank of Class ‘A’ stock of 

Dollar of Delaware ... 122 shares. 

“3. Paragraph 13 of Agreement: 

“Execute receipt and release necessary to fore¬ 
close attack on transactions in connection with debt 

adjustment. 

“In accordance with the Agreement Respecting 
Adjustment Plan, all of the foregoing instruments 
are to be placed in escrow and only to be delivered 
upon a written statement of all of the parties, ad¬ 
dressed to the Escrow Holder, that they interpose no 
objection to such delivery by the Escrow Holder, in 
accordance with the form stated on page 6 of the 
Escrow instructions. 

“Very truly yours, 

KEITH R. FERGUSON.” 

I next offer in evidence as the defendants’ [1352] 
exhibit next in order Document 20-16 (handing the 
document to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 43. 

(Copy of letter October 10, 1938, Ferguson to 
H. M. Lorber, heretofore identified as Docu¬ 
ment No. 20-16, was accordingly marked and re¬ 
ceived in evidence as Defendants’ Exhibit No. 
43.) 
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[Defendants’ Exhibit 43 reads as follows:] 

October 10,1938 

Mr. H. M. Lorber 
311 California Street 
San Francisco, California 

Dear Sir: 

Re: Agreement Respecting Adjustment 

Plan of Dollar Steamship Lines Inc. Ltd. 

The necessary instruments have been drawn for 
the consummation of the foregoing Plan, in conform¬ 
ance with the provisions thereof, and are herewith 
presented for execution by the proper parties 
thereto. 

For vour convenience, I list the following instru¬ 
ments and stock to be executed and endorsed by you: 

1. Execute Escrow Instructions. 

2. Paragraph 2 of Agreement: 

Endorse in blank, Class ‘A’ stock of Dollar of 

Delaware . . . 9,174 shares 

3. Paragraph 17 of Agreement: 

Execute two (2) duplicate originals, Mutual Re¬ 
lease with Dollar of Delaware, of all claims upon 

past transactions. 

In accordance with the Agreement Respecting 
Adjustment Plan, all of the foregoing instruments 
are to be placed in escrow and only to be delivered 
upon a written statement of all of the parties, ad¬ 
dressed to the Escrow Holder, that they interpose no 
objection to such delivery by the Escrow Holder, in 
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accordance with the form stated on page 6 of the 
Escrow Instructions. 

Very truly yours, 

Keith R. Ferguson. 

KRFiIA 


* * * * * 

Mr. Siegel: I now offer in evidence as the defend¬ 
ants ’ exhibit next in order Document 20-17 (handing 
the document to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 44. 

(Copy of letter October 10, 1938, Ferguson to 
Estate of J. Harold Dollar, heretofore identified 
as Document No. 20-17, was accordingly marked 
and received in evidence as Defendants’ Exhibit 
No. 44.) 

The Court: All of these exhibits, including 21, 
are the same, are they, except that they are addressed 
to different individuals? 

Mr. Siegel: Not this one, Your Honor. I will not 
read documents which are identical in terms. This 
one is addressed by Mr. Ferguson to the Es- [1353] 
tate of J. Harold Dollar: 

“Gentlemen: 

“Re: Agreement Respecting Adjustment Plan of 
Dollar Steamship Lines Inc. Ltd. 

“The necessary instruments have been drawn for 
the consummation of the foregoing Plan, in conform¬ 
ance with the provisions thereof, and are herewith 
presented for execution by the proper parties thereto. 

“For your convenience, I list the following instru- 
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ments and stock to be executed and endorsed by you • 
“1. Execute Escrow Instructions. 

“2. Paragraph 2 of Agreement: 

‘‘Endorse in blank, Class ‘A’ stock of Dollar of 
Delaware . . . 24,107 shares." 

So far, if Your Honor please, that is the same as 
the other letters. The next two paragraphs that fol¬ 
low are different: 

“3. Paragraph 4 of Agreement: 

“Execute three (3) originals of Assignment Op¬ 
tion Agreement with Anglo Bank transferring to 
Commission all interest in Class ‘A ? stock. Dollar 
of Delaware . . . 11,273 shares/' 

This, if Your Honor please, is the language of their 
counsel, Mr. Ferguson. 

“4. Paragraph 4 of Agreement: [1354] 

“Execute four (4) originals, Assignment Op¬ 
tion Agreement with R. Stanley Dollar and Anglo 
Bank for transfer to Commission of all interest in 
Class ‘A* stock of Dollar of Delaware . . . 6,660 
shares. 

“In accordance with the Agreement Respecting 
Adjustment Plan, all of the foregoing instruments 
are to be placed in escrow and only to be delivered 
upon a written statement of all of the parties, ad¬ 
dressed to the Escrow* Holder, that they interpose 
no objection to such delivery by the Escrow Holder, 
in accordance with the form stated on page 6 of the 
Escrow Instructions. 

“Very truly yours, 

“Keith R. Ferguson.” 
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Mr. Lasky: That letter appears to be a soliloquy 
of Mr. Ferguson, because he is writing to himself. 

The Court: Sometimes soliloquies are admissions, 
aren’t they? 

Mr. Lasky: Oh, yes; we are not objecting. 

Mr. Siegel: I next offer in evidence Document 
20-18, as the defendants’ exhibit next in order (hand¬ 
ing the document to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 45. 

(Copy of letter October 10, 1938, Fer- [1355] 
guson to R. Stanley Dollar, heretofore identi¬ 
fied as Document No. 20-18, was accordingly 
marked and received in evidence as Defendants’ 
Exhibit No. 45.) 

[Defendants’ Exhibit 45 reads as follows:] 

October 10, 1938 

Mr. R. Stanley Dollar 
311 California Street 
San Francisco, California 

Dear Sir: 

Re: Agreement Respecting Adjustment 
Plan of Dollar Steamship Lines Inc. Ltd. 

The necessary instruments have been drawn for 
the consummation of the foregoing Plan, in conform¬ 
ance with the provisions thereof, and are herewith 
presented for execution by the proper parties thereto. 

For your convenience, I list the following instru¬ 
ments and stock to be executed and endorsed by you: 

1. Execute Escrow Instructions. 

2. Paragraph 2 of Agreement: 
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Endorse in blank, Class ‘A’ stock of Dollar of 
Delaware—2,293 shares 

3. Paragraph 4 of Agreement: 

Execute three (3) original Assignment and op¬ 
tion agreement with Anglo Bank, for assignment 
subject to pledge, of Class ‘A’ stock of Dollar of 
Delaware—33,600 shares 

4. Paragraph 4 of Agreement: 

Execute four (4) original Assignment and op¬ 
tion agreement with Anglo Bank and Estate of J. 
Harold Dollar for assignment to Commission, sub¬ 
ject to pledge, of all interest in Class ‘A’ stock of 
Dollar of Delaware—6,660 shares 

5. Paragraph 14 of Agreement: 

Execute five (5) copies Escrow Instructions to 
American Trust Company as Escrow Holder con¬ 
cerning holding of ship mortgage notes. 

6. Paragraph 17 of Agreement: 

Execute two (2) duplicate originals, Mutual Re¬ 
lease with Dollar of Delaware, of all claims upon 
past transactions. 

In accordance with the Agreement Respecting Ad¬ 
justment Plan, all of the foregoing instruments are 
to be placed in escrow and only to be delivered upon 
a written statement of all of the parties, addressed to 
the Escrow Holder, that they interpose no objection 
to such delivery by the Escrow Holder, in accordance 
with the form stated on page 6 of the Escrow Instruc¬ 
tions. 

Very truly yours, 

Keith R. Ferguson. 


KRF :IA 
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* * * * * 

Mr. Siegel: I now offer as defendants’ exhibit 
next in order Document 20-19 (handing the docu¬ 
ment to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit 46. 

(Copy of letter October 10,1938, Ferguson to 
Dollar Steamship Line, heretofore identified as 
Document No. 20-19, was accordingly marked 
and received in evidence as Defendants’ Exhibit 
No. 46.) 


[Defendants’ Exhibit 46 reads as follows:] 

[Note: Longhand notations are in italic type] 

October 10,1938 

Dollar Steamship Line 
311 California Street 
San Francisco, California 

Gentlemen: 

Re: Agreement Respecting Adjustment 
Plan of Dollar Steamship Lines Inc. Ltd. 

The necessary instruments have been drawn for 
the consummation of the foregoing Plan, in conform¬ 
ance with the provisions thereof, and are herewith 
presented for execution by the proper parties thereto. 

For your convenience, I list the following instru¬ 
ments and stock to be executed and endorsed by M. 
Thompson, 2nd Vice President and A. E. Lang, As¬ 
sistant Secretary: 

1. Escrow instructions. 

2. Paragraph 1 of Agreement: 

(a) Endorse in blank, Class ‘B’ stock of Dollar 
of Delaware—1,872,210 shares 
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(b) Upon receipt of new shares of Class ‘IT 
stock of Dollar of Delaware, issued upon cancella¬ 
tion of assigned Robert Dollar stock, endorse in 
blank ‘FT stock of Dollar of Delaware—227,790 
shares 

3. Paragraph 2 of Agreement: 

Endorse in blank, ‘A' shares of Dollar of Dela¬ 
ware—2,075 shares 

4. Paragraph 7 of Agreement: 

Execute four (4) originals of cancellation of 
Management Agreement between Dollar of Cali¬ 
fornia, The Robert Dollar Co. and Dollar of Dela¬ 
ware. 

5. Paragraph 9 of Agreement: 

Execute Bill of Sale to Dollar of Delaware, of 
furniture, fixtures and automobiles. 

6. Paragraph 13 of Agreement: 

Execute Agreement necessary to foreclose attack 

O v 

on transactions in connection with debt adjust¬ 
ment. 

[Marginal Note: have we approved,f] 

7. Paragraph 14 of Agreement: 

Execute five (5). copies Escrow Instructions with 
respect to Ship Mortgage Notes, from Commission, 
R. Stanley Dollar, Dollar of Delaware and Dollar 
of California to American Trust Company as Es¬ 
crow Holder. 

[Marginal Note: Not here from Washington yet ] 

8. Paragraph 18 of Agreement: 

Execute eight (8) originals of Supplemental In¬ 
denture between Dollar of California and Dollar 
Wharf & Warehouse Co. extending mortgage in¬ 
debtedness on Fillmore-Johnson. 
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[Marginal Note: Not approved by Washington 
yet ] 

[Marginal Note: Agreement for 35m in cash on or 
before Nov. 1] 

In accordance with the Agreement Respecting Ad¬ 
justment Plan, all of the foregoing instruments are 
to be placed in escrow and only to be delivered upon 
a written statement of all of the parties, addressed 
to the Escrow Holder, that they interpose no objec¬ 
tion to such delivery by the Escrow Holder, in ac- 
accordance with the form stated on page 6 of the 
Escrow Instructions. 

Very truly yours, 

Keith R. Ferguson. 

KRF:IA 


* * * * * 

Mr. Siegel: Now, if the Court please, I [1356] 
offer in evidence as the defendants’ exhibit next in 
order Document 20-21 (handing the document to the 
deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit 47. 

(Copy of letter October 10, 1938, Ferguson to 
Laughlin, heretofore identified as Document No. 
20-21, was accordingly marked and received in 
evidence as Defendants’ Exhibit No. 47.) 

Mr. Siegel: This, if the Court please, is a letter of 
the same date, to Mr. Laughlin, which I will at an 
appropriate time ask Your Honor to infer was a cov¬ 
ering letter transmitting to Mr. Laughlin copies of 
the letters which have just been offered in evidence. 
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It reads as follows, to Mr. Laughlin: 

“Dear Mr. Laughlin: 

“Re: Adjustment Plan—Dollar Steamship Lines 
Inc. Ltd. 

“Enclosed please find copies of letters adddressed 
to: 

“Dollar of California 

“The Robert Dollar Co. 

“Admiral Oriental Line 

“R. Stanley Dollar 

“Estate of J. Harold Dollar 

“H. M. Lorber 

“Will you kindly advise, at your earliest [1357] 
convenience if there are any other papers or in¬ 
struments, or stock necessary, in your opinion, to 
be executed and/or endorsed in order to consum¬ 
mate the Plan by these parties. 

“It will facilitate matters if you will, at your 
earliest convenience, forward to me the necessary 
copies of the Escrow Instructions respecting the 
Plan, and the Escrow Instructions respecting the 
Ship Mortgage Notes so that they may be executed 
at once. I personally feel that the Escrow Instruc¬ 
tions should be executed by all of the parties and 
delivered to the Bank for the acceptance. There¬ 
after, as the documents are executed, they can be 
delivered to the Escrow Holder. When all of the 
papers are filed with the Escrow Holder and ap¬ 
proved by the several parties, the written statement 
by each of the parties, that they have no objections 
to the delivery of the escrow papers, in conform¬ 
ance with the Escrow agreement can then be ob- 
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tained from the several parties, and the escrow 
completed.” 


[The' remaining paragraph of Defendants’ 
Exhibit 47 reads as follows:] 

It does not seem to me that it will save any time 
to attempt to get all of the parties around the table 
and execute the agreement at one time. The Escrow 
Instructions call for the delivery of the papers in 
escrow, giving each of the parties the right to 
examine and assure themselves that everything is 
in order before allowing the escrow to be com¬ 
pleted. Will you kindly advise me if this is the 
manner in which you contemplate completing the 
agreement. 

Very truly yours, 

/s/ KEITH R. FERGUSON. 

KRF :IA 


* * * * * 

Mr. Siegel: May I read the stipulation [1359] 
provision which authenticates the document appear¬ 
ing on page 117, at line 17?— 

“20. Document 20-20 is a true copy of a letter 
of October 10, 1938, from Reginald S. Laughlin 
to Keith R. Ferguson.” 

And I now offer document 20-20 as the defend¬ 
ants’ exhibit next in order (handing the document 
to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit 48. 
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(Letter October 10, 1938, Laughlin to Fer¬ 
guson, heretofore identified as document No. 
20-20, was accordingly marked and received in 
evidence as Defendants ? Exhibit No. 48.) 

Mr. Lasky: May it please the Court, this shows 
it was Mr. Laughlin who prepared these documents, 
which Mr. Ferguson sent out to other people. 

Mr. Siegel: (To Mr. Lasky) That will be your 
argument. 

If Your Honor please, may I have the document, 
to read one paragraph in it? 

This letter from Mr. Laughlin to Mr. Ferguson 
states: 

“I hand you herewith the following instruments 
which have been prepared in connection with the 
reorganization of the above company: 

“1. Eight copies of a supplemental [1360] in¬ 
denture”—which relates to the Fillmore and the 
Johnson. And— 

“2. Fourteen copies of escrow letter addressed 
to American Trust Company which should be exe¬ 
cuted so as to have 13 originals. 

“The above documents are in the form vrhich 
has previously been approved by you. In the es¬ 
crow letter please note changes in paragraphs num¬ 
bered 1 and 6, the omission of paragraph 25, changes 
in the old paragraphs numbered 26 and 27, and 
change in paragraph (z). 

“The form of the above documents has been 
approved on behalf of all the parties interested 
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therein. I would accordingly appreciate it if you 
would have them duly executed by your respective 
clients as soon as possible and then return them to 
me so that I may attend to having them executed 
by the other interested parties/ 7 

Now, I wish to read from the stipulation, page 
104, line 9, if Your Honor please. 

* * • * * 

“Document 16-4 is a true copy of a certain letter 
dated October ...., 1938, in the file of American 
Trust Company; the signatures on the fourth [1361] 
and fifth pages are those of Keith R. Ferguson and 
the marginal notation in the left margin on page 1 
is in the handwriting of Reginald S. Laughlin.” 

I offer in evidence document 16-4 as the defend¬ 
ants’ exhibit next in order (handing the document 
to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 49. 

(The copy of letter dated October ...1938, 
addressed to American Trust Company, hereto¬ 
fore identified as document No. 16-4, was ac¬ 
cordingly marked and received in evidence as 
Defendants’ Exhibit No. 49.) 
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[Defendants’ Exhibit 49 reads as follows:] 

(Printers Note: The pencilled notations in 
the following exhibit appear in italics.) 

San Francisco, California 
October, 1938 

American Trust Company 
464 California Street 
San Francisco, California 

Gentlemen: 

Re: Escrow Instructions in connection with 
with “Agreement Respecting Adjustment 
Plan of Dollar Steamship Lines Inc., Ltd.” 

In accordance with the Escrow Instructions, there 
is herewith delivered to you, by each of the signa¬ 
tories of each of the documents hereinafter de¬ 
scribed, to be held by you in accordance with said 
Escrow Instructions, in connection with Adjust¬ 
ment Plan of Dollar Steamship Lines Inc., Ltd., 
and delivered in accordance with the provisions 
thereof, the following certificates, instruments, writ¬ 
ings and documents: 

1. In accordance "with Paragraph 1 of the Es¬ 
crow Instructions, the following certificates, en¬ 
dorsed in blank, covering 2,100,000 shares of Class 
‘B’ stock of Dollar Steamship Lines Inc., Ltd., 
standing in the name of Dollar Steamship Line: 

a. Certificate No. BX2 for 1,872,210 shares. 

b. Certificate No. BX14 for 227,784 shares. 

c. Certificate No. BX15 for 1 share. 

d. Certificate No. BX21 in name of Arthur B. 
Poole for 1 share. 
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e. Certificate No. BX22 in name of J. Hugh 
Jackson for 1 share. 

f. Certificate No. BX23 in name of Paul E. 
Hoover for 1 share. 

g. Certificate No. BX24 in name of Grant H. 
Wren for 1 share. 

h. Certificate No. BX25 in name of Joseph R. 
Sheehan for 1 share. 

[Marginal Note]: Re paragraph (a) of Escroiv 
Instructions, you hereby are advised that Dollar of 
Delaware has taken appropriate proceedings to ex¬ 
change its Class “B” as in said paragraph provided 
Reginald S. Laughlin, special counsel for U. S. 
Maritime Commission. 

2. In accordance with Paragraph 1 of the Escrow 
Instructions, Certificates evidencing the following 
Class ‘A’ stock of Dollar Steamship Lines, Inc., 
Ltd., endorsed in blank: 


a. Standing in the name of J. Harold Dollar 
24,107 shares, evidenced by the following certificates: 


Cert. No. 
SFU 141 
SFU 152 
SFU 156 
SFU 230 


No. Shares 
13,760 
7,220 
400 
2,727 


together with consent of Marin County Treasurer, 
to transfer. 


b. Standing in the name of R. Stanley Dollar 
2,293 shares, evidenced by the following certificates: 
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Cert. No. No. Shares 

SFTJ 224 1,780 

SFTJ 167 513 

Name of C. P. Ritter 
(Marked “cancelled”) (Laughlin says OK) 

c. Standing in the name of H. M. Lorber 9,174 
shares, evidenced by the following certificates: 


Cert. No. 
SFU 149 
SFU 153 


No. Shares 
8,874 
300 


cL Standing in the name of Dollar Steamship 
Line 2,075 shares, evidenced by the following certi¬ 
ficates: 


Cert. No. 
AX9 


No. Shares 
2,075 


e. Standing in the name of Admiral Oriental 
Line 122 shares, evidenced by the following certi¬ 
ficates: 

Cert. No. No. Shares 

SFTJ 168 122 


3. In accordance with Paragraph 5 of the Es¬ 
crow Instructions, four (4) originals of an Agree¬ 
ment between Dollar of California, Robert Dollar 
Co. and Dollar of Delaware providing for termina¬ 
tion and cancellation of Management Agreement 
dated June 23, 1926. 

4. In accordance with paragraph 6 of the Es¬ 
crow Instructions, three (3) originals of two (2) 
separate indentures referring, respectively, to leases 
of the following premises, wherein Robert Dollar 
Co. is lessee: 
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a. Los Angeles Passenger office: 514 West 6th. 
Street 

b. New York Passenger Office: 604 Fifth Avenue. 

5. In accordance with Paragraph 7 of the Es¬ 
crow Instructions, five (5) Bills of Sale from Dollar 
of California to Dollar of Delaware, covering the 
office furniture, fixtures, etc. 

[Marginal Note]: Four only. 

5-a . Original duplicate bill of sale Robert Dollar 
Co to Dollar of California. 

6. In accordance with Paragraph 8 of the Es¬ 
crow Instructions, the following certificates of own¬ 
ership to automobiles: 

1 Cert. Ownership, Dodge Sedan, San Francisco. 

1 Cert. Ownership, Chrysler Sedan, San Fran¬ 
cisco. 

1 Cert. Ownership, Ford Sedan, San Francisco. 

1 Cert. Ownership, Plymouth Sedan, San Fran¬ 
cisco. 

1 Cert. Ownership, Terraplane Sedan, San Fran¬ 
cisco. 

1 Cert. Ownership, Nash Sedan, Oakland. 

1 Cert. Ownership, Plymouth Sedan, Wilmington. 

1 Cert. Ownership, Dodge Sedan, Los Angeles. 

1 Cert. Ownership, Studebaker Sedan, Los An¬ 
geles. 

1 Cert. Ownership, Plymouth Coupe, Los An¬ 
geles. 

1 Regis. Cert., Plymouth Coach, Boston. 

1 Regis. Cert., Chevrolet Coach, Boston. 

1 Regis. Cert., Chevrolet Coach, Boston. 

1 Bill of Sale, Plymouth Sedan, New York. 

1 Regis. Cert. Plymouth Sedan, New York. 
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1 Bill of Sale, De Soto Sedan, New York, 

1 Regis. Cert., Chevrolet Coach, Connecticut Ter¬ 
ritory. 

1 Bill of Sale, Chevrolet Sedan, New Jersey Ter¬ 
ritory. 

1 Cert. Title, Studebaker Coupe, Chicago. 

1 Cert. Title, Dodge Sedan, Chicago. 

1 Cert. Title, Ford Sedan, Washington, D. C. 

1 Regis. Cert., Ford Sedan, Washington, D. C. 

1 Cert, of Title, Plymouth Coupe, Cleveland. 

1 Cert. Title, Dodge Sedan, Detroit. 

7. In accordance with Paragraph 9 of the Es¬ 
crow Instructions: 

a. Original lease dated April 1, 1937, between 
The Robert Dollar Co. and owners of Robert Dollar 
Building. 

b. Three (3) originals of Agreement between 
Robert Dollar Co. and owners of Robert Dollar 
Building, modifying the terms of said lease dated 
April 1, 1937, and consenting to assignment to 
Dollar of Delaware. 

c. 4 original—agreement Dollar of Delaware and 
Dollar of California re payment for ftimiture, etc . 

8. In accordance with Paragraph 10 of the Es¬ 
crow Instructions, two (2) duplicate originals of 
Agreement between Dollar of Delaware and Robert 
Dollar Co. for assignment of lease of space in 
Robert Dollar Building, dated April 1, 1937, as 
modified. 

9. In accordance with Paragraph 15 of the Es¬ 
crow Instructions, five (5) executed copies of Es¬ 
crow Instructions from the Commission, R. Stanley 
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Dollar, Dollar of Delaware and Dollar of California 
to American Trust Company, as escrow holder, 
authorizing and directing escrow holder to hold 
certain ship mortgage notes. 

10. In accordance with Paragraph 16 of the 
Escrow Instructions, two (2) duplicate originals of 
mutual release of Dollar of Delaware and R. Stanley 
Dollar. 

11. In accordance with Paragraph 17 of the 
Escrow Instructions, two (2) duplicate originals of 
mutual release of Dollar of Delaware and H. M. 
Lorber. 

12. In accordance with Paragraph 20 of the 
Escrow Instructions, eight (8) originals of Supple¬ 
mental Indenture between Dollar of Delaware, Dol¬ 
lar of California and Dollar Wharf & Warehouse 
Co. extending mortgage indebtedness on Fillmore 
and Johnson. 

The foregoing documents are herewith delivered 
. to you by each of the signatories of each of said 
documents, and each of said documents are to be 
held by you for each of said signatories, under the 
terms and provisions of said Escrow Instructions, 
in connection with the Adjustment Plan of Dollar 
Steamship Lines Inc., Ltd., dated October 25th, 
1938. 

DOLLAR STEAMSHIP LINE, 
By /s/ KEITH R. FERGUSON, 

Its Attomey-in-Fact. 

THE ROBERT DOLLAR CO., 
By /s/ KEITH R. FERGUSON, 

Its Attorney in-Fact. 
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ADMIRAL ORIENTAL LINE, 
By /s/ KEITH R. FERGUSON, 

Its Attorney-in-Fact. 

R. STANLEY DOLLAR, 

By /s/ KEITH R. FERGUSON, 

His Attorney-in-Fact. 

KEITH R, FERGUSON and ROBERT DOLLAR 
II as Executors of the Estate of John Harold 
Dollar, also known as J. Harold Dollar, de¬ 
ceased, 

By /s/ KEITH R. FERGUSON, 

Their Attorney-in-Fact. 

H. M. LORBER, 

By /s/ KEITH R. FERGUSON, 

His Attorney-in-Fact. 


* * * * * 

Mr. Siegel: And now, if Your Honor [1366] 
please, we will turn to the proof addressed to the 
allegations of the complaint that the transaction 
if construed to be absolute was unfair; and in 
support of the allegation of the defendants’ answer, 
that the transfer construed to be absolute was 
eminently fair and reasonable, we will, in point of 
time, traverse in some measure some of the same 
time, some of the same period, we have covered for 
other purposes; but we will not cover any [1367] 
of the same evidence. 

The Court : You mean that the transaction, if 
absolute in character, was fair because of the con¬ 
sideration involved, I assume? 

Mr. Siegel: That is correct, and for a number 
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of reasons. In this connection, we first call Your 
Honor’s attention to the inducement clause appear¬ 
ing on page 109 of the second Blue Book. 
***** 

“Witnesseth: The parties hereto are [1368] in¬ 
terested, directly and indirectly, financially and 
otherwise, in Dollar of Delaware, and deem the 
consummation of the Adjustment Plan respecting 
said company as hereinafter set forth to be mutu¬ 
ally advantageous. Therefore”— 

And then skipping several lines, skipping three, 
six lines— 

“And in consideration of the granting by the 
Commission of the five-year operating-differential 
subsidy and the loan for repairs, rehabilitations 
and reconditioning therein referred to, subject ex¬ 
pressly to the provisions of paragraph 23 of said 
Adjustment Plan, each of the parties hereto hereby 
respectively agree”— 

***** 

Mr. Siegel: Now, if Your Honor please, [1399] 
departing from argument and returning to fact, 
but bearing on the same issue, we should like to 
quote from a document already in evidence, which 
was the petition of the executors of the J. Harold 
Dollar Estate to the Probate Court, filed September 

2, 1938, which is Defendant’s Exhibit 20. 

* * * * * 

“That your petitioners are informed and [1401] 
believe that the agreements marked Exhibits B and 
C”—that is, the adjustment plan—“are to the best 
interests of the estate, its creditors, beneficiaries 
under the will of said deceased, and all persons inter- 


1604 


R. Stanley Dollar, et al 


ested in said estate, in that the consideration for the 
transfer of the class A stock of Dollar Steamship 
Lines, Inc., Ltd., to the United States Maritime Com¬ 
mission, will increase the value of the stock owned by 
the estate in the Robert Dollar Company, [1402] 
Dollar Investment Company, Dollar Steamship Line, 
a California corporation, and other corporations in 
which the estate is interested, many times that of the 
value of the class A stock of Dollar Steamship Lines, 
Inc., Ltd., a Delaware corporation.” 

Mr. Siegel: That is all that I wish to [1402] 
read from this document, if Your Honor please. It 
bears on the point which Your Honor raised as to 
the interest of the plaintiffs, as stockholders of other 
corporations, which were in turn preferred stock¬ 
holders of Dollar of Delaware, and had other rea¬ 
sons for wishing to avoid foreclosure of the mort¬ 
gages by continued operation, and to maintain the 
continued operation of the company as a going 
concern. 

I now offer on the same point, to show’ the in¬ 
terest of the plaintiffs as stockholders of corpora¬ 
tions having an interest in Dollar of Delaware, I 
now offer as a foundation for such proof, a para¬ 
graph from the bottom of 97 of the stipulation, 
if Your Honor please, line 31, paragraph 10: 

“During the years 1929 to 1938, the stock of 
certain corporations was owned as follows: 

(a) Dollar of California, as shown in Document 
12-4. 

(b) Robert Dollar Company, as shown in Docu¬ 
ment 12-5. 
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(c) Admiral Oriental Line, as shown in Docu¬ 
ment 12-6. 

(d) Pacific Lighterage Corp., as shown in [1403] 
Document 12-7. 

(e) Olympic Refining Company, as shown in 
Document 12-8. 

(f) Dollar Investment Co., as shown in Docu¬ 
ment 12-9. 

(g) Estand Inc., as shown in Document 12-10. ” 

I now offer in evidence, as the defendant’s exhibit 
next in order, Document 12-4. 

(The tabulation headed "Stockholders, Dol¬ 
lar Steamship Line, California, October 25, 
1939,” was accordingly marked for identifica¬ 
tion as Defendants’ Exhibit No. 50.) 

Mr. Harrison: We wish to make an objection 
at this time, may it please the Court, and this ob¬ 
jection may apply, I trust, without its repetition, 
if Documents 12-5, 6, 7, 8, 9, and 10 are offered. 

The objection is that the testimony and evidence 
offered is incompetent and irrelevant for the fol¬ 
lowing reasons: 

Concededly, none of the parties who had any 
interest, direct or remote, in Dollar of Delaware, 
wished to receive bankruptcy in the sale, the bank¬ 
ruptcy procedure or foreclosure. 

Concededly, as counsel just stated, they wished to 
avoid that. That is obvious on the face of the mat¬ 
ter and needs no proof. 

These documents are avowedly offered by counsel 
to show not a consideration recited in the [1404] 
agreement, not a legal consideration for the agree- 
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ment, but apparently to show that as of the time 
that this contract was made there was some col¬ 
lateral benefit which counsel will refer to in urging 
that the transaction had merit so far as the benefit 
to the transferors in this case was involved. 

The fact is, of course, that as of that time, to 
the extent that anybody had, directly or indirectly, 
retained a stock interest in this, they took the 
chance of any stockholder. 

Concededly, if the company made a profit, they 
would benefit to the extent of that profit. Con- 
cededly, to the extent that the company suffered 
losses, they would have less and less value in their 
stock. As to what would happen necessarily as of 
that time is entirely speculative. It does not con¬ 
stitute, and cannot constitute, a consideration of 
any kind, either legal or equitable, and amounts to 
simply this, that because certain parties had in¬ 
terest, direct or indirect, in the corporation, that for 
that reason among others, as between the alterna¬ 
tive of bankruptcy and non-bankruptcy, they chose 
the latter, and that fact is self-evident. 

And the fact that programs may be shown, the 
fact may well be, that by keeping the company in 
existence, by keeping the ships in which they [1405] 
had the equity in operation, by avoiding bankruptcy 
and foreclosure, all parties ultimately benefited. 
But that is not a consideration. 

The Court: Mr. Harrison concedes the point, 
but argues the legal conclusion. 

Mr. Siegel: If Your Honor please, that conces- 
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sion is not satisfactory. These documents answer 
the very pertinent question which Your Honor 
asked, and, moreover, have a bearing on why it 
was that it was fair and reasonable to require, 
in another aspect of this case, a conversion of the 
inter-companv debts into preferred stock. 

But I am offering it now to show why certain 
persons transferred their stock in consideration of 
a benefit technically moving to a third party. They 
did so because—and they may legally make a third 
party beneficiary contract if they choose—they did 
so because they avowedly had a very substantial 
interest in doing so. To exclude the interrelation¬ 
ship of the Dollar corporations is to exclude light, 
and very pertinent light, on why these people did 
what they did. 

Even if Mr. Harrison had made a more substan¬ 
tial concession than he did, that would not pre¬ 
clude us from offering proof which would show in 
detail the very compelling reasons which these plain¬ 
tiffs had. 

The Court: I understand Mr. Harrison’s [1406] 
concession to be that what they did do was motivated 
then in large extent by the fact that their equities 
from the viewpoint of stockholders in other sub¬ 
ordinate companies would be salvaged. He has not 
said that in so many words, and probably that is 
not the import that he would desire me to place 
upon what he said, but that is the inference that 
I drew, without being able to repeat the exact 
language. 
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But your argument is, again, the colloquial, “So 
what?-’ 

Mr. Harrison: Yes, if Your Honor please, and 
I would like to add this, that after all, there is a 
degree of remoteness here, to which I did not refer. 
The fact that Mr. R. Stanley Dollar owned only a 
small percentage of interest in one corporation 
which owned a percentage interest in the preferred 
stock of another corporation which was under at¬ 
tack financially is getting down to what Your 
Honor has called in respect to other matters, de 
minimus. 

But my statement, if I may repeat it, is this: 
That I conceive as of this date, the transferors of 
the stock in question were faced with the alterna¬ 
tive of bankruptcy or non-bankruptcy, and as be¬ 
tween the two choices, I agree with counsel that 
they had no choice but the latter. 

* * * * * 

Mr. Siegel: There is nothing in this [1409] 
record as it now stands which shows, apart from 
the petition of the J. Harold Dollar Estate, what 
the interest of any of the other plaintiffs, other 
than R. Stanley Dollar and Dollar of California 
was in this corporation. 

The Court: 1 think you are entitled to put that 
in. 

(The tabulation heretofore marked for iden¬ 
tification was received in evidence as Defend¬ 
ant’s Exhibit No. 50.) 
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[Defendants’ Exhibit 50 reads as follows:] 

STOCKHOLDERS, DOLLAR STEAMSHIP LINE (California) 

October 25, 1938 

Name No. of Shares 

Abernathy, J. 0., Executor. 53 

Abbott, Wm. M. 126 

Angelberger, Lillie. 24 

Admiral Oriental Line. 1,657 

Adams, Russell B. 40 

Barbour, Wm. T. 67 

Beasley, Margaret Isabella. 191 

Beede, Chas. F. T. 83 

Beede, Margaret E. 929 

Bordwell, Paul H. 197 

Bound, Catherine M. 130 

Bradley, Bertha C., Guardian. 87 

Bullock, Mrs. Lillie N. 63 

Brady, Edw. R. 121 

Brinkman, Newton & Mrs. Grace M., Joint Tenants.. 73 

Cardiff, George H. 130 

Cuneo, Wm. J. & Marie M., Joint Tenants. 74 

Cuneo, Joseph G. 75 

Cavaglia, Mary C. 75 

Carson, Mary Bell. 13 

Carson, Amelia E. 13 

Cass, Margie J. 293 

Callahan, Raymond W. & Kathryn J., Joint Tenants 248 

Callahan, Mervyn J. 248 

Callahan, Harry E. 250 

Curtiss, Viletta T. & Edw. S., Joint Tenants. 63 

Dickson, Fred W. 1,243 

Dollar, J. Harold, Trustee. 20 

Dollar, Robert. 3 

Dollar, J. Harold. 5,572 

Dollar, Robert II. 52 

Dollar, Mrs. M. S. 2,987 

Dollar, R. Stanley. 5,698 

Dollar, The Robert Co. 44,612-15/30 

Dollar Investment Co. 29,152 

Dickson, Grace Dollar. 4 

Dollar, Robert II & Keith R. Ferguson, Executors.... 531-1/2 

Dollar, H. B... 264. 

Duncan, Minnie A.. 63 

Dollar, H. S. 26 

Eureka Boiler Works. 319 

Eudey, Mark & Frances H., Joint Tenants. 468 
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Name No. of Shares 

Foo, H. Y. 132 

Frey, Mrs. F. 26 

Frey. Robert D.-. 80 

Fattorini. Mildred. 75 

Fosen. C. J. & Anna G., Joint Tenants. 1.090 

Fleishhacker. Herbert. 221 

Gordon, Mrs. J. H. 26 

Gallagher. Mrs. J. L. 43 

Gibbons, Newland & Hess. 13 

Graham, Chalmers G. 92 

Harvey, Melville G. 68 

Hanna. Jennie. 177 

Hanna. Bruce. 177 

Hanna. Jean . 177 

Huie. Lillie Reis. 313 

Huie, W. H. T. 5 

Hood. Mary F. 97 

Hess. Thomas M. 100 

Hersom. Milton W. 368 

Jenne. Emma K. 96 

Jacobs, John . 450 

Kennedy, Mrs. Mary. 159 

Kessing, Mary. 180 

Kessing. Bernadette . 177 

Lorber, A. E. 42 

Lorber, John . 42 

Lorber. H. M. 370 

Lorber. H. M. & Marguerite J., Joint Tenants. 5,062 

Lillienthal, Lillie B. 270 

Melville, Miss Sarah. 161 

Meyer, Sarah Scott. 367 

Manifold, Ida J. L. 48 

McClements, J. 121 

Murray, I la Sontag. 61 

Mitchell, S. S. 6,432 

Mitchell. Wilhelmina . 500 

Muir. William. 276 

Maclay. Thomas . 489 

McDonald. Elise Curtis. 268 

Mitchell, John G. 158 

Newell. Grace P. 683 

Pendergast. Charlotte E. 354 

Pierce. E. A. 500 













































vs . Emory S . Land, et al 1611 

Name No. of Shares 

Reis Estate Co. 373 

Reis, W. B. 61 

Robinson, Kate E. 132 

Robinson, Arthur A. 132 

Rowan, Nadine T. 63-8/15 

Scott, Walter .. 177 

Selby, Mary Reis _.-. 63 

Speltz, Mrs. E.. 228 

Symon, S. C. 150 

Spiers, Wm. Gladstone. 40 

Stenhouse, Garner S. 138 

Sterne, Florence A. 159 

Security Savings & Trust, Trustee. 284 

Steen, 0. G. 13 

Shimian, Mae Dollar. 3 

Simrak, A. Stanley. 50 

Sichel, Florence . 79 

Shimian, Fred S. Mrs. 265 

Staples, James H. 96 

Spiers, Katherine E. 41 

Tyson, James. 862 

Tiernan, Elvira M. 120-7/15 

Tyson, James & Mitchell Thompson, Trustee for 

R. J. Tyson Trust —. 1,250 

Ticoulet, Dillie S. 75 

Tyson, Wm. C. 13 

Thompson, M. & Co- 800 

Thompson, Mitchell . 7 

Thompson, H. T., Trustee. 1,560 

Warehouse Investment Co. 522 

Welton, John W. 56 

White, Lucille 0. 16 

Weinmann, L. R. 63 

Wands, Helena G. 72 

Yue Sung Ching. 5 

Chung An Chow. 5 

Lua Ah Kee. 50 

King Kee. 10 

Kong Kee. 15 

Koong Kee. 4 

Zo Chon King. 1 

Kee Lo Shing. 2 

Tah Ko Wha. 10 

Chen Ge Yun. 50 


Total. 125,000 
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January 1, 1929 

Name 

Dollar, J. Harold . 

Dollar, Mrs. M. S. 

Dollar, R. Stanley. 

Dollar, The Robert Co. 

Dollar Investment Co. 

Lorber, H. M. 

Lorber. Marguerite J. 

No. of Shares 

. 5,749 

. 2,987 

. 5,089 

. 37,775 

. 22,667 

. 2,302 

. 2,330 78,899 

136 others . 


46,101 

Total. 


125,000 


3. Stockholders of Dollar of California were 120 in number on 
October 25, 1938, and 136 in number on January 1, 1929. Of 
those listed as “others” in paragraph 2 above, 80 continued until 
October 25, 1938 to own the amount of stock held by them on 
January 1, 1929. 


Mr. Harrison: Now in connection with the ob¬ 
jection, briefly, if Your Honor please, I would like 
to make an attempt to make as clear as T can briefly 
our position. Counsel in a measure has correctly 
stated our position, which is, first, that we [1410] 
contend that the only consideration moving from 
the transferors in this case, or to them, was a sub¬ 
stitution of certain shares of stock for their liability 

* 

as guarantors on certain indebtedness. 

There are parties who are transferors here who 
have no obligation in connection with the matter 
at all, and were simply in the position of stock¬ 
holders. It is true that we stand upon the position 
that those people would only be held to have made 
a pledge, because what they did is consistent with 
nothing else, since it cannot be assumed that a 
man would just surrender his property to no pur¬ 
pose whatever, and that a pledge explains their con¬ 
duct, and it can only be explained that way. 

I would like to point out to the Court that these 
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people who owned the stock, and who had no 
liability on the notes, had no direct liability to the 
creditors. In other words, if the corporation had be¬ 
come bankrupt, they still would have had no personal 
liability. 

I hope that I have cleared up any apprehension 
that might have been in the Court’s mind in that 
respect. 

Mr. Siegel: I understand this document will be 
received in evidence. I now proceed to point out 
this, that of the 125,000 shares of the stock of 
Dollar Steamship Line issued and [1411] outstand¬ 
ing on October 25, 1938— 

The Court: Of what class'? 

Mr. Siegel: There is only one class of stock. 

The Court: B stock? 

Mr. Siegel: Dollar of California—this is the 
California corporation, which owned the B stock 
before the transfer to the Commission. Whether 
they owned it thereafter is a matter in controversy. 

Of that 125,000 shares, J. Harold Dollar, that is 
to say now, the J. Harold Dollar Estate, owned five 
thousand, five hundred seventy-two. The Robert 
Dollar Company owned 44,6121/2 shares. The Dollar 
Investment Company, 29,152. H. M. Lorber and 
Margaret J. Lorber, joint tenants, five thousand. 

I next offer in evidence as the defendants’ exhibit- 
next in order, the Document 12-5, which concerns 
the stock ownership of the Robert Dollar Company 
as of December 31, 1938, intermediate transfers be¬ 
tween 1929 and 1938 are set forth on the second 
page of the exhibit, and are very few in number, 
and I therefore merely read— 
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The Court: May I interrupt? This is 51. 

Mr. Siegel: This is Defendants’ Exhibit 51. 

(The tabulation headed “The Robert Dollar 
Company, Stockholders, December 31, 1938,” 
was accordingly marked for identification as 
Defendants’ Exhibit No. 51.) 

Mr. Harrison: May I ask that the record [1412] 
show that the objection with respect to Exhibit 50— 

The Court: And those following, including 10, 
so it will be Documents 12-4, 5, 6, 7, 8, 9, and 10. 

(The tabulation heretofore marked for iden¬ 
tification was received in evidence as Defend¬ 
ants' Exhibit No. 51.) 


[Defendants’ Exhibit 51 reads as follows:] 

THE ROBERT DOLLAR CO.—STOCKHOLDERS 
December 31, 1938 


Name 

R. Stanley Dollar 
J. Harold Dollar ... 

H. M. Lorber. 

Robert Dollar. 

Keith R. Ferguson 
D. T. Buckley. 


No. Sh. 

13307 —2 

12867 
5516 
2 

2 +2 
2 


TRANSFERS OF STOCK—THE ROBERT DOLLAR CO. 

1-1-29 to 12-31-38 


May 3,1932 
From 

Robert Dollar 
June 15,1934 
J. Harold Dollar 
April 23, 1936 
R. Stanley Dollar. 


Nov. 5. 1936 
Margaret Dollar 
May 19, 1938 
D. T. Bucklev. 2 


To No. Sh. 

J. Harold Dollar. 2 

D. T. Buckley. 2 

D. T. Buckley. 2 

Robert Dollar . 2 

R. Stanley Dollar. 290 

Keith R. Ferguson. 2 

R. Stanley Dollar. 2 


No. Sh. 
2 

2 

294 
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THE ROBERT DOLLAR CO.—STOCKHOLDERS 
January 1, 1929 


Name No. Sh. 

Robert Dollar . 2 

R. Stanley Dollar.... 13309 

Margaret S. Dollar. 2 

J. Harold Dollar. 12867 

H. M. Lorber. 5516 


Mr. Siegel: This shows, if Your Honor please, 
the stock is not totalled, apart from some six shares, 
the remaining shares were owned by R. Stanley 
Dollar, 13,307; J. Harold Dollar, 12,867; and H. M. 
Lorber, 5,516; six other shares by Robert Dollar; 

Keith F. Ferguson, and D. T. Buckley. 

* * * * * 

The Court: My point is, you are [1414] prof¬ 
fering this for what purpose? 

Mr. Siegel: To show, if Your Honor please, 
that the plaintiffs, namely, R. Stanley Dollar, Hugo 
M. Lorber, and, as I will show, the owners of Dollar 
Investment Company, who, in turn, are R. Stanley 
Dollar or other Dollar interests, and the Robert 
Dollar Company, which I have shown, or am about 
to show, was owned by the plaintiffs in this case, 
were the owners of Dollar of California. 

The Dollar interests had set up their enterprise 
in the form of many corporations. I do not want to 
make any adverse comment on the point. 

The Court: The only part I am concerned with 
is the relevancy of this exhibit to Dollar of Dela¬ 
ware and the Maritime Commission, and the obliga¬ 
tions that were assumed. 

Mr. Siegel: It shows, if Your Honor please, that 
plaintiff Hugo M. Lorber, and plaintiff, the J. Har- 
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old Dollar Estate, were owners of the amount [1415] 
of shares, which, if I may be permitted to char¬ 
acterize it as such, was substantial, in Dollar of 
California, and that they therefore shared the mo¬ 
tives of Dollar of California, a plaintiff, in trans¬ 
ferring the shares of stock to the Commission. The 
welfare of Dollar of California was their welfare. 

Now, if the Court please, Your Honor will have 
noted that on Defendants' Exhibit 50, dealing with 
the stock ownership of Dollar of California, there 
is listed as an owner of, I think it was, some twenty- 
five thousand shares of stock, the Dollar Invest¬ 
ment Company, and I now' offer in evidence as 
defendants' exhibit next in order, Document 12-9, 
as showing the ownership of that corporation in 
193S. 

Will you mark that, please? 

The Deputy Clerk: Defendants' Exhibit Number 
52. 

(The tabulation headed “Stockholders, Dol¬ 
lar Investment Company, January 1, 1929,” 
was accordingly marked for identification as 
Defendants' Exhibit No. 52.) 

Mr. Siegel: On the bottom paragraph you will 
note R. Stanley Dollar, 498 shares; J. Harold Dol¬ 
lar, 500 shares; Robert Dollar II, 1 share; R. H. 
Andersen, one; out of a total of a thousand. 

(The tabulation heretofore marked for iden¬ 
tification wns received in evidence as Defend¬ 
ants' Exhibit No. 52.) 
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[Defendants’ Exhibit 52 reads as follows:] 

STOCKHOLDERS DOLLAR INVESTMENT CO. 


Name 

Robert Dollar . 

R. Stanley Dollar .. 
Margaret S. Dollar 
J. Harold Dollar ... 


1,000 


January 1, 1929 

No. of Shares 

. 1 

. 350 

.. 299 

. 350 


STOCKHOLDERS DOLLAR INVESTMENT CO. 


December 31, 1938 

Name 

R. Stanley Dollar. 

J. Harold Dollar. 

Robert Dollar II. 

R. H. Andersen.. 


No. of Shares 
498 
500 

1 

1 


DOLLAR INVESTMENT CO. 


1,000 


Transfers of stock January 1, 1929 to December 31, 1938 


Transferred from Shares 
March 29, 1929 

Margaret S. Dollar. 299 

Robert Dollar . 1 

R. Stanley Dollar. 150 

May 3, 1932 

Robert Dollar . 1 

July 1, 1934 

R. Stanley Dollar. 323 


April 23, 1936 

R. Stanley Dollar. 73 

November 5, 1936 

Margaret S. Dollar. 1 

October 6, 1938 
D. T. Buckley. 1 


Transferred to Shares 

R. Stanley Dollar. 150 

J. Harold Dollar. 150 

R. Stanley Dollar. 148 

Robert Dollar . 1 

Margaret S. Dollar. 1 

R. Stanley Dollar. 1 

R. Stanley Dollar. 50 

R. Stanley Dollar. 50 

R. Stanley Dollar. 50 

R. Stanley Dollar. 50 

R. Stanley Dollar. 50 

R. Stanley Dollar. 73 

R. Stanley Dollar. 72 

Robert Dollar II. 1 

D. T. Buckley. 1 

R. H. Andersen. 1 
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Mr. Siegel: I will next offer in [1416] evidence, 
as the Defendants' exhibit next in order, 12-8, 
which shows the stock ownership of Olympic Refin¬ 
ing Company. 

The Court: That is Exhibit Number 53, I think. 

(The tabulation headed "Olympic Refining 
Company, Record of Capital Stock Ownership 
at January 1, 1929,” was accordingly marked 
for identification as Defendants’ Exhibit No. 
53.) 

Mr. Siegel: If Your Honor please, on the last 
page thereof, is the stock ownership in 1938. Out 
of ten thousand shares, Olympic Refining Company, 
treasury stock, 3,500; Estand, Inc., 6,495. 

The Deputy Clerk: Defendants’ Exhibit Number 
53. 

(The tabulation heretofore marked for iden¬ 
tification was received in evidence as Defend¬ 
ants' Exhibit No. 53.) 


[Defendants’ Exhibit 53 reads as follows:] 

OLYMPIC REFINING CO. 

RECORD OF CAPITAL STOCK OWNERSHIP 
AT JANUARY 1, 1929 


To Whom Issued 

Certificate No. 

Shares 

R. Stanley Dollar . 

. 1 

2.500 

H. F. Alexander. 

. 2 

2.500 

C. P. Ritter. 

. 3 

1 

D. T. Buckley. 

. 11 

1 

J. A. Tognetti. 

. 12 

1 

C. P. Ritter. 

. 13 

500 

R. Stanley Dollar. 

. 14 

1,998 

H. F. Alexander. 

. 15 

1,999 

C. P. Ritter. 

. 16 

499 

H. F. Alexander. 

. 17 

1 

Total Stock Ownership at January 1, 1929. 

.... 10,000 


8-29-47 

WH 
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OLYMPIC REFINING CO. 

RECORD OF CAPITAL STOCK TRANSFERS FOR THE PERIOD 

1/1/29 to 12/31/38 


Date of 


Cert. 


Cert. 


Issue 

From 

No. 

To 

No. 

Shares 

1-27-31 

H. F. Alexander 

2 

C. P. Ritter 

18 

2,500 

2- 9-31 

H. F. Alexander 

15 

C. P. Ritter 

19 

1,999 

7-11-32 

H. F. Alexander 

17 

R. Stanley Dollar 

20 

1 

7-11-32 

C. P. Ritter 

19 

R. Stanley Dollar 

20 

1,999 


Cancelled 



21 


11-22-32 

R. Stanley Dollar 

20 

R. H. Andersen 

22 

1 

11-22-32 

R. Stanley Dollar 

20 

Philip E. Johnson 

23 

1 

11-22-32 

R. Stanley Dollar 

20 

R. Stanley Dollar 

24 

1,998 

11-22-32 

R. Stanley Dollar 

24 

Edgar C. Kester 

25 

1 

11-22-32 

R. Stanley Dollar 

24 

A. F. Haines 

26 

1 

11-22-32 

R. Stanley Dollar 

24 

J. M. Fisher 

27 

1 

11-22-32 

R. Stanley Dollar 

24 

Estand Inc. 

28 

1,995 

1- 5-34 

C. P. Ritter 

3 

Olympic Refin’g Co. 29 

1 

1- 5-34 

C. P. Ritter 

13 

Olympic Refin’g Co. 29 

500 

1- 5-34 

C. P. Ritter 

16 

Olympic Refin’g Co. 29 

499 

1- 5-34 

C. P. Ritter 

18 

Olympic Refin’g Co. 29 

2,500 

1- 5-34 

D. T. Buckley 

11 

R. Stanley Dollar 

30 

1 

1- 5-34 

J. A. Tognetti 

12 

R. Stanley Dollar 

30 

1 

3-12-35 

R. Stanley Dollar 

1 

Estand Inc. 

31 

2,500 

3-12-35 

R. Stanley Dollar 

14 

Estand Inc. 

31 

1,998 

3-12-35 

R. Stanley Dollar 

28 

Estand Inc. 

31 

1,995 

3-12-35 

R. Stanley Dollar 

30 

Estand Inc. 

31 

2 

5-13-37 

A. F. Haines 

26 

John Cormode 

32 

1 

9- 6-38 

Edgar C. Kester 

25 

R. Stanley Dollar Jr. 

33 

1 


8-29-47 

WH 


OLYMPIC REFINING CO. 


RECORD OF CAPITAL STOCK OWNERSHIP 
AT DECEMBER 31, 1938 


To Whom Issued 

Certificate No. 

Shares 

R. H. Andersen . 

. 22 

1 

Philip E. Johnson . 

. 23 

1 

J. M. Fisher. 

. 27 

1 

Olympic Refining Co. Treasury Stock 29 

3,500 

Estand, Inc. 

. 31 

6,495 

John Cormode . 

. 32 

1 

R. Stanley Dollar, Jr. 

. 33 

1 


Total Stock Ownership December 31, 1938. 10,000 


8-29-47 

WH 
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Mr. Siegel: And the other documents, if Your 
Honor please, I will merely offer in evidence with¬ 
out comment. Stock ownership of Estand, Inc., 
which is Document 12-10, I will ask be received in 
evidence as defendants' exhibit next in order. 

The Deputy Clerk: Defendants' Exhibit Number 
54. 

(The tabulation headed “Estand, Inc., Rec¬ 
ord of Capital Stock Ownership at January 1, 
1929." was accordingly marked for identifica¬ 
tion as Defendants 7 Exhibit No. 54 and received 
in evidence.) 


[Defendants' Exhibit 54 reads as follows:] 
ESTAND INC. 

RECORD OF CAPITAL STOCK OWNERSHIP 
AT JANUARY 1, 1929 

To W’hom Issued Certificate No. Shares 

R. Stanley Dollar. 1 2,798 

Esther J. Dollar. 2 2,798 


Total Stock Ownership at January 1, 1929. 


1-8-48 
WFH :ng 


5,596 
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ESTAND INC. 


RECORD OF CAPITAL STOCK TRANSFERS FOR THE 
PERIOD 1/1/29 to 12/31/38 


Date of 
Issue 

From 

Cert. 

No. 

To 

Cert. 

No. 

Shares 

1-15-31 

R. Stanley Dollar 

1 

Esther J. Dollar 

3 

2,798 

1-15-31 

Esther J. Dollar 

3 

(In Trust) 
Esther J. Dollar 

4 

1,399 

5-18-36 

Esther J. Dollar 

3 

R. Stanley Dollar Jr. 5 

1,399 

9-19-38 

Not Issued 

Esther J. Dollar 

4 

Diana Dollar 
Hickingbotham 

6 

7 

1,399 


On Jan. 15, 1931, R. Stanley Dollar transferred his 50% interest 
in the stock ownership of Estand, Inc. to Esther J. Dollar, his wife, 
to be held by her in trust for their children, Stanley and Diana, until 
they reached their majority. The above transactions reflect the trans¬ 
fer of this stock to the children in accordance therewith. 

1-8-48 

WFHrng 

ESTAND INC. 


RECORD OF STOCK OWNERSHIP AT DECEMBER 31, 1938 


To Whom Issued 

Certificate No. 

Shares 

Esther J. Dollar. 

. 2 

2,798 

R. Stanley Dollar Jr. 

. 5 

1,399 

Diana Dollar Hickingbotham. 

. 7 

1,399 

Total Stock Ownership at December 31, 1938. 

. 5,596 


1-8-48 

WFHing 


Mr. Siegel: The stock ownership of the [1417] 
Admiral Oriental Line is shown on Document 12-6. 

The Deputy Clerk: Defendants’ Exhibit Number 
55. 


(The tabulation headed “Admiral Oriental 
Line, Stockholders,” was accordingly marked 
for identification as Defendants’ Exhibit No. 
55, and received in evidence.) 
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[Defendants’ Exhibit 55 reads as follows:] 

ADMIRAL ORIENTAL LINE 
STOCKHOLDERS 



Dec. 31, 

Dec. 31, 

Increase 

Name 

1929 

1938 

Decrease 

H. Fleishhacker. 

1,666 2/3 

333 1/3 1,333 1/3 

H. F. Alexander. 

1,666 2/3 

None 

1,666 2/3 

J. Harold Dollar. 

2,499 

2 

2,497 

Robert Dollar. 

2 

None 

2 

A. F. Haines. 

1 

25 

24 

H. M. Lorber. 

1,666 2/3 

1,666 2/3 

None 

R. S. Dollar. 

The Robert Dollar Co. 

Empire Investment Co. Ltd... 
R. S. Dollar and J. H. Dollar 

Estate of J. H. Dollar. 

Robert Dollar II. 

Arthur E. Liethman. 

Schwabacher & Co. 

2,498 

2,550 52 

575 575 

2,497 2,497 

966 2/3 966 2/3 

50 50 

1 1 

1,000 1,000 

333 1/3 333 1/3 


Total. 10,000 10,000 
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Mr. Siegel: Stock ownership of the Pacific 
Lighterage Corporation, as shown on Document 
12-7. 

The Deputy Clerk: Defendants’ Exhibit Number 
56. 

(The tabulation headed “Pacific Lighterage 
Corporation, record of Capital Stock Owner¬ 
ship at January 1, 1929,” was accordingly 
marked for identification as Defendants’ Ex¬ 
hibit No. 56, and received in evidence.) 


[Defendants’ Exhibit 56 reads as follows:] 

PACIFIC LIGHTERAGE COMPANY 

RECORD OF CAPITAL STOCK OWNERSHIP 
AT JANUARY 1, 1929 


To Whom Issued 

Certificate No. 

Shares 

H. F. Alexander. 

. 3 

1000 

H. F. Alexander. 

. 4 

1000 

H. F. Alexander . 

. 5 

1000 

H. F. Alexander. 

. 6 

1000 

H. F. Alexander. 

. 7 

1000 

H. F. Alexander. 

. 8 

1000 

H. F. Alexander . 

. 9 

1000 

H. F. Alexander. 

. 10 

1000 

H. F. Alexander. 

. 11 

1000 

H. F. Alexander.. 

. 12 

1000 

H. F. Alexander. 

. 13 

1000 

H. F. Alexander.. 

. 14 

1000 

H. F. Alexander. 

. 15 

1000 

H. F. Alexander. 

. 16 

1000 

H. F. Alexander. 

.. 17 

1000 

H. F. Alexander. 

. 18 

1000 

H. F. Alexander. 

. 19 

1000 

H. F. Alexander.. 

. 20 

1000 

H. F. Alexander.. 

. 21 

1000 

H. F. Alexander.. 

. 22 

999 

Joseph L. Carman Jr. 

. 23 

1 

A. F. Haines. 

. 24 

1000 

A. F. Haines.. 

. 25 

1000 

A. F. Haines. 

. 26 

1000 

A. F. Haines. 

. 27 

1000 
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To Whom Issued Cerificate No. Shares 

A. F. Haines...-..... 28 1000 

A. F. Haines..... 29 1000 

A. F. Haines...-....-. 30 1000 

A. F. Haines__ 31 1000 

A. F. Haines__ 32 1000 

A. F. Haines. 33 1000 

Estand Inc... 34 10000 

Estand Inc.-. 35 10000 


Total Stock Ownership at January 1, 1929.— 50000 


PACIFIC LIGHTERAGE CORPORATION 

RECORD OF CAPITAL STOCK TRANSFERS FOR THE 
PERIOD 1/1/29 TO 12/31/38 


Date of Certifi- Certifi- 

Issue From cate No. To cate No. Shares 



Cancelled 



36 



Cancelled 



37 



Cancelled 



38 



Cancelled 



39 


2/21/30 

A. F. Haines 

33 

A. F. Haines 

40 

990 

2/21/30 

A. F. Haines 

33 

E. W. Horsman 

41’ 

5 

2/21/30 

A. F. Haines 

33 

J. M. Mitchell 

42 

5 

5/31/30 

J. L. Carman Jr. 

23 

L. R. McClain 

43 

1 

2/17/31 

H. F. Alexander 

5 

A. F. Haines 

44 

1000 

2/17/31 

H. F. Alexander 

6 

A. F. Haines 

45 

1000 

3/18/31 

H. F. Alexander 

9 

Ruth Alexander 

46 

1000 

3/18/31 

H. F. Alexander 

10 

Ruth Alexander 

47 

1000 

3/18/31 

H. F. Alexander 

11 

Ruth Alexander 

40 

1000 

5/ 4/31 

E. W. Harsman Jr. 41 

E. H. Hall 

49 

5 

4/30/31 

A. F. Haines 

44 

Ruth Haines 

50 

400 

4/30/31 

A. F. Haines 

44 

Loretta M. Haines 

51 

400 

4/30/31 

A. F. Haines 

44 

Ann F. Haines 

52 

200 

4/30/31 

A. F. Haines 

45 

Ann F. Haines 

52 

200 

4/30/31 

A. F. Haines 

45 

Donald H. Haines 

53 

400 

4/30/31 

A. F. Haines 

45 

Francis H. Gould 

54 

400 


Cancelled 



55 



Cancelled 



56 


5/15/31 

H. F. Alexander 

3 

Ruth Alexander 

57 

1000 

5/15/31 

H. F. Alexander 

22 

Ruth Alexander 

58 

999 

12/31/31 

Ann F. Haines 

52 

Ann H. Von Donge 

59 

400 

1/23/32 

H. F. Alexander 

7 

R. Stanley Dollar & 






J. Harold Dollar 60 

1000 

1/23/32 

H. F. Alexander 

8 

R. S. D. & J. H. D. 

60 

1000 

1/23/32 

H. F. Alexander 

12 

R. S. D.&J.H. D. 

60 

1000 

1/23/32 

H. F. Alexander 

13 

R. S. D. & J. H. D. 

60 

1000 

1/23/32 

H. F. Alexander 

14 

R. S. D.&J.H.D. 

60 

1000 

1/23/32 

H. F. Alexander 

15 

R. S. D.&J.H. D. 

60 

1000 

1/23/32 

H. F. Alexander 

16 

R. S. D.&J.H. D. 

60 

1000 
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Date of 

Certifi- 

Certifi- 


Issue 

From cate No. 

To cate No. Shares 

1/23/32 

H. F. Alexander 

17 

R. S. D.&J. H. D. 

60 

1000 

1/23/32 

H. F. Alexander 

18 

R. S. D.&J. H. D. 

60 

1000 

1/23/32 

H. F. Alexander 

19 

R. S.D.&J.H. D. 

60 

1000 

1/23/32 

H. F. Alexander 

20 

R. S. D.&J. H. D. 

60 

1000 

1/23/32 

H. F. Alexander 

21 

R. S. D.&J. H. D. 

60 

1000 

1/23/32 

H. F. Alexander 

4 

R. S. D.&J. H. D. 

61 

1000 

4/15/32 

L. R. McClain 

43 

Ruth Alexander 

62 

1 

7/14/32 

J. M. Mitchell 

42 

J. M. Mitchell 

63 

4 

7/14/32 

J. M. Mitchell 

42 

John Cormode 

64 

1 

3/30/33 

J. M. Mitchell 

63 

J. M. Mitchell 

65 

3 

3/30/33 

J. M. Mitchell 

63 

V. W. McKinney 

66 

1 

6/ 9/33 

Ruth Alexander 

46' 

J. Harold Dollar 

67 

1000 

6/ 9/33 

Ruth Alexander 

47 

J. Harold Dollar 

67 

1000 

6/ 9/33 

Ruth Alexander 

48 

J. Harold Dollar 

67 

1000 

6/ 9/33 

Ruth Alexander 

57 

J. Harold Dollar 

67 

1000 

6/ 9/33 

Ruth Alexander 

58 

J. Harold Dollar 

67 

999 

6/ 9/33 

Ruth Alexander 

62 

J. Harold Dollar 

67 

1 

6/ 1/33 

E. H. Hall 

49 

R. H. Andersen 

68 

5 

7/ 2/34 

Loretta M. Haines 51 

Loretta H. Bennett 

69 

400 


PACIFIC LIGHTERAGE CORPORATION 

RECORD OF CAPITAL STOCK OWNERSHIP 
AT DECEMBER 31, 1938 


To Whom Issued Certificate No. Shares 

A. F. Haines .... 24 1000 

A. F. Haines_ 25 1000 

A. F. Haines.... 26 1000 

A. F. Haines____ 27 1000 

A. F. Haines-- 28 1000 

A. F. Haines.... 29 1000 

A. F. Haines... 30 1000 

A. F. Haines... 31 1000 

A. F. Haines .—... 32 1000 

Estand, Inc....... 34 10000 

Estand, Inc. 35 10000 

A. F. Haines____ 40 990 

Ruth Haines . 50 400 

Donald H. Haines.... 53 400 

Francis H. Gould.. 54 400 

Ann H. Von Donge.... 59 400 

R. Stanley Dollar and J. Harold Dollar 60 12000 

R. Stanley Dollar and J. Harold Dollar 61 1000 

John Cormode. 64 1 

J. M. Mitchell. 65 3 

V. W. McKinney. 66 1 

J. Harold Dollar. 67 5000 

R. H. Andersen. 68 5 

Loretta H. Bennett. 69 400 


Total Stock Ownership at December 31, 1938. 


50000 
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Mr. Siegel: If the Court please, in the [1418] 
same connection, and to identify the parties and 
their interest, I should like to offer in evidence 
paragraph 6 of Article XVI of the stipulation, ap¬ 
pearing on pages 105 to 106, and also paragraph 
7 and 8 of the same article appearing on page 
106. 

4 4 During the years 1937 and 1938 the officers and 
members of the Board of Directors of Dollar of 
Delaware were as follows: 

“Board of Directors: 

“R. Stanley Dollar (until October 27, 1938). 

“Herbert Fleishhacker (until January 18, 1938). 

“H. M. Lorber (until January 18, 1938). 

“M. Thompson (until January 10, 1938). 

“Robert Dollar II (until January 10, 1938). 

“James M. Tyson (until January 10, 1938). 

“A. B. Poole (after January 10, 1938). 

“William Baumgarten (from January 10, 1938, 
to March, 1938). 

“Paul E. Hoover (after January 18, 1938). 

“J. Hugh Jackson (after January 18, 1938). 

“Joseph R. Sheehan (after October 10, 1938). 

“William G. McAdoo (after October 27, 1938). 

“R. Stanley Dollar and William G. McAdoo were 
Chairmen of the Board while directors. 

“Officers: 

“R. Stanley Dollar—President (until [1419] Oc¬ 
tober 27, 1938). 

“H. M. Lorber—Vice President (until October 
27, 1938) and Treasurer (until January 25, 1938). 
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44 Charles King—Executive Vice President (until 
October 27, 1938). 

“D. T. Buckley, Secretary. 

“A. B. Poole—Vice President (after January 
10, 1938) and Treasurer (after January 25, 1938).” 

The Court: Mr. Siegel, again parenthetically 
might I ask you why these benefits running to the 
plaintiffs in the nature of consideration as you say 
were not incorporated in the agreement as were the 
others, namely, the granting by the Commission of 
the differential subsidy. 

Mr. Siegel: I am afraid I did not get Your 
Honor’s question. 

The Court: My question was this, parentheti¬ 
cally: Why were not these benefits in the nature 
of considerations, so-called, incorporated in the 
agreement as considerations? 

Mr. Siegel: They were so recited, if Your Honor 
please; the inducement clause which Your Honor 

has called attention to expressly recites it. 

* * * * * 

Mr. Siegel: Proceeding, if Your Honor [1420] 
please, at page 106: 

“7. During the years 1937 and 1938 the Officers 
and Board of Directors of Dollar of California 
were as follows: 

“Board of Directors: 

“R. Stanley Dollar, Hugo M. Lorber, M. Thomp¬ 
son, John Gr. Mitchell, James Tyson (until February 
14, 1938), Robert Dollar II (after February 14, 
1938). 
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“Officers: 

“R. Stanley Dollar, President; Hugo M. [1421] 
Lorber, Vice President; D. T. Buckley, Secretary 
and Treasurer (until August 31, 1938). 

“8. During the years 1937 and 1938 the Officers 
and members of the Board of Directors of the Rob¬ 
ert Dollar Company were as follows: 

“Board of Directors: 

“R. Stanley Dollar, Hugo M. Lorber, Robert 
Dollar II, D. T. Buckley (until August 31, 1938), 
Keith Ferguson (after May 18, 1938). 

“Officers: 

“R. Stanley Dollar, President; Hugo M. Lorber, 
Vice President; D. T. Buckley, Secretary and 
Treasurer (until August 31, 1938).” 

If the Court please, there was received in evi¬ 
dence, and I will merely refer Your Honor to the 
stipulation appearing on page 130, line 8, and 
received in evidence, at transcript, 440, to the effect 
that in 

“. . . April of 1938 it was reasonably estimated, 
and Dollar of Delaware and the Commission be¬ 
lieved, that the amount of money needed for said 
repairs, reconditioning and betterments to 12 ships 
was $1,500,000.” 

And also the stipulation appearing on the same 
page that by August 1, 1938, it was estimated that 
in addition to the amount that had been already 
expended, about $1,350,000 would be required, [1422] 
and that, in paragraph 31, following, about $787,- 
000 had been expended, making a total expended 
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or needed as of that date of $2 million for repairs. 

I now offer in evidence—I do not believe it has 
been received in evidence—from page 131 of the 
stipulation, line 11: 

“In September, 1938, it was reasonably esti¬ 
mated, and the Commission believed, that Dollar 
of Delaware required a loan of $2,000,000 to ac¬ 
complish said repairs, reconditioning and better¬ 
ments.” 

* * * * * 

Mr. Siegel: If Your Honor please, I now wish to 
offer document 22-8, which is identified in paragraph 
32 of article XY, which merely sets forth in detail the 
repairs estimated then, in September 1, 1938, to be 
necessary to be done, beyond those already incorpor¬ 
ated. This is merely for the purpose of setting forth 
the facts more explicitly than in the general state¬ 
ment. 

The Deputy Clerk: Defendants’ Exhibit No. 
59. [1426] 

(The tabulation headed, “Estimates to Re¬ 
pair 12 Dollar Line Vessels, September 1, 
1938,” was accordingly marked for identifica¬ 
tion Defendants’ Exhibit 59, and received in 
evidence.) 


[Defendants’ Exhibit 59 reads as follows:] 





DEFENDANTS’ EXHIBIT No 
ESTIMATES TO REPAIR 12 DOLLAR LINE 
SEPTEMBER 1, 1938 
Extension of 


Name of Vessel 

SS. Pres. Coolidge 

Crews’ 
Quarters 
$ 12,005.00? 

Turbine 

Repairs 

9,000.00 

Condensers 

Drydock 

Special 

Survey 

Fire 

Detection 

System 

Loud 

Speakers 

SS. Pres. Taft 

46,000.00 



10,000.00 

50,000.00 

— 

— 

SS. Pres. Cleveland 

— 

— 

9,1000.00 

— 

— 

— 


SS. Pres. Pierce 

46,000.00 

4,100.00 

9,000.00 

12,000.00 

60,000.00 

— 

10,000.00 

SS. Pres. Wilson 

46,000.00 

4,000.00 

— 

17,000.00 

82,150.00 

8,000.00 

10,000.00 

SS. Pres. Harrison 


— 


— 

— 

— 

— 

SS. Pres. Polk 


— 

7,i600.00 

— 

— 


— 

SS. Pres. Adams 

9,000.00? 


— 

— 

*- 


— 

SS. Pres. Monroe 

40,000.00 



6,000.00 

60,132.00 

16,700.00 

7,555.00 

SS. Pres. Van Buren 

40,000.00 


. 

6,000.00 

46,625.00 

16,700.00 

7,555.00’ 

SS. Pres. Hayes 

40,000.00 



6,000.00 

58,774.00 

16,700.00 

7,555.00 

SS. Pres. Garfield 

47,925.00 

— 



65,866.00 


7,295.00 

Total 

$326,930.00 

17,100.00 

25,600.00 

57,000.00 

423,547.00 

58,100.00 

49,960.00 


? Crew alterations SS. Pres. Coolidge $12,005.00 and SS. Pres. Adams $9,000.00— 
probably will not be necessary to finish this work. 

1 These ships have twelve (12) sets Davits. 

2 SS. Pres. Wilson has ten (10) sets Davits. 

3 SS. Pres. Harrison and SS. Pres. Polk have more Davits than the SS. Pres. Garfield 

and SS. Pres. Adams. 

4 SS. Pres. Hayes and SS. Pres. Monroe have more Davits than SS. Pres. Van Buren, 

but will not carry Steerage Passengers, therefore extra Davits will be eliminated* 


# These ships ha^ 
repairs to co 
Crew Quarters- 
we should be 
Special Survey 
position to g 
Fire Screen Bu 
San Francisc 
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VESSELS 




Fire 

Winches 

Safety 

Voyage 



Screens 

Requirements 

Repairs 

Total 

Time Schedule 


— 

— 

21,005.00 

Schedule 

16,000.00 

11,000.00* 

14,500.00* 

147,500.00 

Four (4) weeks, if 
material available 

16,000.00 

11,000.00* 

10,000.00 

46,000.00 

Four (4) weeks, if 
material available 

16,000.00 

11,000.00* 

16,000.00* 

184,100.00 

Forty-five-(45) 
working days 

16,000.00 

10,000.00 3 

38,000.00* 

231,150.00 

Fifty (50) working 
days 

6,000.00 

7,500.00 3 

11,700.00* 

25,200.00 

Four (4) weeks, if 
material available 

7,000.00 

7,500.00 s 

11,700.00* 

33,800.00 

Four (4) weeks, if 
material available 

6,000.00 

6,000.00 

11,700.00* 

32,700.00 

Four (4) weeks, if 
material available 

11,000.00 

7,300.00* 

11,000.00* 

159,687.00 

Four (4) weeks, if 
material available 

5,000.00 

6,000.00 

11,000.00* 

138,880.00 

Four (4) weeks, if 
material available 

11,000.00 

7,300.00* 

11,500.00* 

158,829.00 

Four (4) weeks, if 
material available 

6,000.00 

6,000.00 

14,892.00 

147,978.00 

Four (4) weeks, if 
material available 


116,000.00 

90,600.00 

161,992.00 

1,326,829.00 


re been laid up sometime and we have included $3,000.00 in voyage 
ver cleaning and painting, etc. 

-If we call for new bids and allow contractors sufficient straight time 
able to reduce these costs. 

expense is estimated—when vessels are drydocked will be in a better 
ve accurate figure. 

kheads—SS. Pres. Hayes and SS. Pres. Monroe will be repaired in 
o and lowest bid is considerably higher than New York. 




vs. Emory S. Land, et al 


1633 


Mr. Siegel: So much, then, if Your Honor 

please, for the proof which we will offer on the 

amount required for repairs. 

* * * * * 

Mr. Siegel: We will merely invite Your Honor’s 
attention to two paragraphs now in evidence, at 
transcript, page 648, to the effect that in April the 
amount estimated for new money for [1427] work¬ 
ing capital, in addition to repairs, was first a million 
and a half, and subsequently, two million dollars, 
in the view of the Reconstruction Finance Corpo¬ 
ration, making a total then in April of three and 

a half million, and in September, four million. 

* * * * * 

Mr. Siegel: The next document I will [1429] 
offer in evidence, if Your Honor please, is docu¬ 
ment 2-P-49, which is authenticated on page 33, 
line 5. Document 2-P-49 is a true copy of a tele¬ 
gram of May 25, 1938, from said Land to Dollar 
of Delaware. 

I now offer in evidence document 2-P-49 as the 
defendants’ exhibit next in order. 

The Deputy Clerk: Defendants’ Exhibit No. 60. 

(The copy of a telegram dated May 25, 1938, 
to D. F. Buckley, Secretary, Dollar Steamship 
Lines, Inc., Ltd., San Francisco, California, 
was accordingly marked for identification De¬ 
fendants’ Exhibit 60 and received in evidence.) 

Mr. Siegel: This is a telegram from Chairman 
Land to the Secretary of the Dollar Steamship 
Lines of Delaware, San Francisco, California: 

“Retel Financial Condition Dollar Steamship 
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Lines Such That It Is Impossible Consider Long 
Term Contract Apart From Loans For Operating 
Capital And Repairs. Therefore Our Letter April 
Twenty-eighth Prescribed Conditions Under Which 
Commission Would Agree Advance 1,500,000 For 
Necessary Repairs To 12 Vessels And To Subordi¬ 
nate Its First Preferred Mortgages To Allow Dol¬ 
lar Steamship Company Arrange For RFC [1430] 
Loan Of 2 Million Working Capital. Wording 
Your Telegram Leads Us To Reemphasize This 
Fact.” 

***** 

Mr. Siegel: The memorandum I offer is [1432] 
from Mr. F. B. Goertner to Mr. Geaslin, dated 

June 1, 1938, and marked “Confidential.” 

***** 

The Deputy Clerk: Defendants’ Exhibit [1433] 
No. 61. 

(The memorandum, headed, “Memorandum 
for Mr. Geaslin, Dollar Steamship Lines, Inc., 
Ltd.,” dated June 1, 1938, accordingly was 
marked for identification Defendants’ Exhibit 
61.) 

Mr. Harrison: Our only objection at this time 
to this document, if Your Honor please, is that 
this is not a communication to the Commission at 
all, but solely from a subordinate in the legal divi¬ 
sion to the general counsel, and therefore it seems 
to us represents nothing which is material to the 
issues here. 

Mr. Siegel: If the Court please, the letter of 
May 27 was sent to Mr. Geaslin likewise, and it 
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appears in the minutes of the Maritime Commis¬ 
sion that Mr. Goertner was one of the persons 
explaining the purposes of the June 4, 1938— 

The Court: What is the purpose of it? 

Mr. Siegel: To show, if the Court please—I as¬ 
sume I may now comment on the relevance—that 
the inferences sought to be drawn from the submis¬ 
sion of the letters of May 27, 1938, from Mr. 
Laughlin to Mr. Geaslin, and of May 30, 1938, from 
Mr. Poole to Admiral Land, are unfounded; [1434] 
to show what that inference was, if Your Honor 
please, I will quote from Mr. Harrison on page 
942 of the transcript, when he offered the letter 
of Mr. Laughlin. 

The Court stated: “Now, the relevancy? 

“Mr. Harrison: The purpose is to show that 
this letter”—and it was a letter to Mr. Bon Geas¬ 
lin—“written by special counsel for the United 
States Maritime Commission, coming as it did just 
before the June 4 proposals of the Maritime Com¬ 
mission itself, and having properly been considered, 
we assume, by the board”—although a letter to Mr. 
Geaslin—“in preparing those proposals carries out 
the thread that runs throughout the negotiations 
from April 28 to August 15, that the only thing 
the representatives of the Commission still sought 
to obtain in any event was control of the company, 
and that remained and continued to remain their 
sole objective.” 

This document, and I will only wish to read one 
page of it, on its face shows precisely the opposite 
was true, and while I will not argue the point now, 
I will, if the document is received, ask Your Honor 
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at the appropriate time to compare the June 4 
resolution with this letter, and ask Your Honor to 
infer that it was the recommendations of Mr. Goert- 
ner, which were in fact adopted, supplemented only 
by one suggestion of Mr. Poole as to the [1435] 
limitations of voting control. 

This letter, and the first page of it, show that 
the Commission had not one but two motives, not 
merely to obtain voting control, but to require the 
Dollar interests who owned this enterprise at the 
time to share the risks with the Maritime Commis¬ 
sion, and the language of this letter is to” . . . 
make some financial contribution and take some 
financial risk.” 

* * * * * 

The Court: Apart from that it relates back 
further to the so-called suggestions made in the 
telegram of Admiral Land of April 28, is that 
right? 

Mr. Siegel: Not quite, your Honor. We will 
show that it does relate to the June 4 resolution of 
1938, and we will show that the policies in the April 
28 and June 4 letters of the Maritime Commission 
to require the Dollar interests to make some con¬ 
tribution, and take some financial risk were merely 
the converse of the deal which was actually con¬ 
summated, and that the identical principle [1436] 
runs through both that proposal and the proposal 
for transfer of the share of stock outright. In other 
words, so long as the Dollar interests would take 
some financial risk, the Commission was perfectly 
willing to allow them to continue, of course, to 
remain as owners of the stock, and have any profits, 
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if any, in the eventual operation of the company. 

The Court: I am going to rule now the way I 
ruled originally when this case started with refer¬ 
ence to relevancy as to this whole background. 
Again I want to reat, that I am concerned only 
with the agreement of August 15, 1938, and without 
recourse to anything in the nature of extraneous 
evidence that agreement could stand by itself, and 
be construed by itself. 

However, I did permit Mr. Harrison to intro¬ 
duce background factual evidence in order to give 
the Court the picture behind the scene, so to speak, 
that led up to the agreement of August 15, 1938. 

Again I want to repeat that I regard none of 
that evidence as controlling, particularly in the 
sense that I was absolutely certain in my own mind 
that business compulsion, that is, business compul¬ 
sion as we understand that term in the books, was 
not a part of this case; but I want to make abso¬ 
lutely certain that it was not. 

However, your repetition of what appears in the 
transcript, and Mr. Harrison’s proffer, in- [1437] 
dicates that it is his position that there was a thread 
running through the whole aspect of the matter, 
indicated that the Commission presumably was de¬ 
sirous of securing control of the lines, and that 
buttresses his position that the position of the other 
side—that is, the plaintiff represents—was merely 
to give some sort of guaranty for the subsidy. 

Again you come back to the ultimate question of 
whether the stock—I hesitate to use the word 
“transfer,” and I will not use the word “pledge,” 
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but whether or not what was done with the stock 
amounted to a pledge or a transfer. 

This is merely a memorandum of Mr. Geaslin’s 
which definitely says, in the last paragraph that it 
is not to be regarded as a recommendation. For 
what light it may show on the whole business, put 
into the general picture, I will accept it. I do not 
think it is helpful. 

Mr. Siegel: Very well, your Honor. 

(The memorandum heretofore marked for 
identification as Defendants’ Exhibit 61 was 
received in evidence.) 


[Defendants' Exhibit No. 61 reads as fol- 

Copy -ht. Confidential June 1, 1938 

Memorandum for Mr. Geaslin 
Dollar Steamship Lines, Inc., Ltd. 

In accordance with your request, I have care¬ 
fully considered the reply of the Dollar Steamship 
Lines, Inc., Ltd., dated May 24, 1938, and the en¬ 
closures with that letter, to the Commission’s let¬ 
ter dated April 28, 1938. 

I wish to make it clear in the first place that, even 
full compliance with the terms of the Commission’s 
letter would represent only a very small contribu¬ 
tion on the part of the Dollar interests as compared 
to the obligations of the Commission under the pro¬ 
posed program. 

There are, of course, two policies reflected in the 
Commission’s letter of April 28, 1938. The first was 
to secure through pledges of stock of Dollar of Del- 
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aware, Dollar of California, and the Robert Dollar 
Company, such control over the operation of the 
subsidized line as would guard against possible 
future non-cooperation on the part of the Dollar 
interests. The second fundamental principle was 
that in view of the heavy contribution on the part 
of the government, the stockholders of the opera¬ 
tor and other persons interested in its continuance 
should make some financial contribution and take 
some financial risk. 

The purpose of this memorandum is to give some 
consideration as to how far the detailed provisions 
of the Commission’s letter could be modified with¬ 
out abandoning any of the fundamental principles 
involved. 

Permanent Acquisition of The Robert Dollar Co. 

Shipping Assets 

Paragraph 3 of the Commission’s letter requires 
two things, first: That the present arrangement 
whereby the shipping assets of the Robert Dollar 
Company are made available for the operator at 
cost, to be continued for the period of the perma¬ 
nent subsidy agreement and, second: That within 
six months, the Operator permanently acquire these 
assets. There cannot, of course, be any modification 
of the first of these requirements. As to the second, 
unless the Robert Dollar Company and the operator 
can agree upon a fair price, I would be inclined not 
to require the permanent acquisition of these assets. 
My suggestion would be to follow the suggestions 
contained in the May 24 letter with two modifica¬ 
tions: First: That the Commission should not ap- 
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point the fifth appraiser and. Second: That the 
transfer of the assets should take place only if 
the Commission approves the terms thereof. 

Dollar of California $200,000 Loan 
Dollar Wharf and Warehouse $50,000 Loan 
The Commission's letter of April 28, 1938, in 
paragraph 4, requires that these two loans, secured 
by the vessels President Fillmore and President 
Johnson, be converted into capital stock of Dollar 
of Delaware. Dollar of California has refused to 
make this conversion. The Dollar Wharf and Ware¬ 
house conversion and the consent thereto of the 
bank as pledges of the stock, is conditioned upon 
the conversion by Dollar of California. Mr. Dollar, 
in recent conferences here, agreed to make this con¬ 
version. I see no reason why it should not be insisted 
upon. 

Dollar of California—Guarantee 
In paragraph 7 of the Commission's letter, Dol¬ 
lar of California was required to guarantee pay¬ 
ment of the subordinated indebtedness of $7,000,- 
000, the guarantee to be secured by 1,870,210 shares 
of the Operator's B stock and the entire capital 
stock of Dollar of Hong Kong. Dollar of California 
is presently jointly liable with Dollar of Delaware 
on all of the existing obligations to the Commission 
except the SS President Coolidge notes. (Aggre¬ 
gate principal amount—$3,575,193.04.) 

Since it is probable that the collateral required to 
secure this guarantee is not worth anything like 
$3,500,000, I think it would be more consistent with 
the present obligations of Dollar of California if we 
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limited the guarantee to $3,600,000 secured by the 
collateral set forth in the Commission’s letter. 

Guarantee of R. Stanley Dollar 

In paragraph 9 of the Commission’s letter, Mr. 
R. Stanley Dollar was required to guarantee the 
$7,000,000 subordinated indebtedness and to secure 
the guarantee by stockholders in the applicant and 
in the Robert Dollar Company. R. Stanley Dollar 
the guarantor of five ship sales notes on each of 
which there is an unpaid balance of principal of 
$356,250.00, a total of $1,781,250. I think it would 
be sufficient if Mr. Dollar guaranteed $1,800,000 of 
the subordinated indebtedness and secured the same 
with the collateral required in paragraph 8 of the 
Commission’s letter. 

(It is understood, of course, that these guaran¬ 
tees of Dollar of California and R. Stanley Dollar, 
are supplementary to the existing guarantees. The 
collateral is to secure both the old guarantees and 
the new guarantees; but to the extent that the guar¬ 
antors make payment on their old guarantees there 
is to be a pro tanto reduction of their liability un¬ 
der the new guarantee. In view of the fact that the 
new guarantees are limited to the aggregate amount 
of the old guarantees and the collateral would se¬ 
cure both the old guarantees and the new ones, there 
is no reason why any collateral should be released, 
even though the $3,500,000 new money is repaid. 
Even if the Commission feels that it would be ap¬ 
propriate to provide for the release of all or part of 
the collateral this should only be done if the new 
money has been repaid from sources other than the 
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is somewhat remote, nevertheless, since its sole 
stockowner is Mrs. R. Stanley Dollar and since 
it stands to profit through the sale of fuel oil by 
the Olympic* Refining Company to the Operator, I 
would be inclined to insist upon this guarantee be¬ 
ing furnished as required by the commission's letter. 

Since the questions involved in this memorandum 
relate to matters of finance and policy, I would not 
like to have the suggestions contained herein consid¬ 
ered as recommendations. They are more in the na¬ 
ture of points to be considered in case the Commis¬ 
sion feels that some modification of the terms of the 
letter of April 28, 1938, is desired. 

F. B. GOERTNER. 

FBGoertner/gw 


Mr. Siegel: We are not in a position of being 
able to show, of course, if we can't take the depo¬ 
sition of Mr. Geaslin, the extent to which the con¬ 
siderations here stated were actually passed fur¬ 
ther, but we will offer it for what it is worth. 

* * * * * 

Mr. Siegel: I turn now to the evidence of [1438] 
the motives of the Dollar interests in responding 
to the proposals of the Maritime Commission for 
guarantees and pledges. 

I now offer in evidence from page 7 of the stipu¬ 
lation, line 15: 

“Document 2-D-l is a true and correct copy of a 
transcript of stenographic notes taken of the pro¬ 
ceedings of a meeting of the Board of Directors of 
Dollar of California on May 23, 1938, and may be 
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taken as evidence that all proceedings before, or 
action by, said Board at said meeting as stated in 
Document 2-D-l occurred as stated, and that all 
remarks, statements, and expressions therein re¬ 
corded as having been made or expressed at said 
meeting were in fact made, said and expressed by 
the person to whom they are attributed therein. If 
there is any inconsistency or conflict between this 
transcript and the. final minutes of the same meet¬ 
ing, this transcript shall prevail over the minutes. 77 
We now offer as Defendants 7 Exhibit next in order, 
document 2-D-l. [1439] 

The Deputy Clerk: Defendant 7 s Exhibit 62. 

The transcript headed “Dollar Steamship 
Line (California) Board of Directors Meeting 
May 23, 1938, 11:00 a.m., 77 accordingly was 
marked for identification Defendants 7 Exhibit 
62.) 

Mr. Siegel: The date of this meeting, your 
Honor will note, is the date one day before Dollar of 
Delaware, and proposed guarantors, responded to 
the letter of April 28, 1938. 

“Dollar Steamship Line (California) [1440] 
Board of Directors Meeting, May 23, 1938, 11:00 
a.m. 

“The Chairman called the meeting to order. Those 
present were: 

R. Stanley Dollar 
H. M. Lorber 
Robert Dollar II 
Mitchell Thompson 
John G. Mitchell 
D. T. Buckley (Secretary) 
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“The Secretary read the notice of the meeting. 

“The reading of the minutes of the previous 
meeting was dispensed with. 

“The Chairman asked the Secretary to read a 
letter to the Board by Mr. John G. Mitchell. 

“The Secretary read the letter. 

“Moved by M. Thompson, seconded by H. M. 
Lorber, that this communication be spread on the 
minutes of the meeting. Unanimously carried. 

“The Secretary read a copy of a letter written 
by John G. Mitchell and Mitchell Thompson, com¬ 
mittee from this company appointed to confer with 
Mr. G. H. Wren and Mr. J. Hugh Jackson, com¬ 
mittee from Dollar Steamship Lines, Inc., Ltd., to 
these gentlemen in regard to certain demands made 
on Dollar Steamship Line by the Maritime Com¬ 
mission through the Dollar Steamship Lines, Inc., 
Ltd. 

“R. Stanley Dollar: Think it might be a good 
idea for Mr. Mitchell and Mr. Thompson to [1441] 
stand by at 2:00 p.m. today in case the Directors 
of Delaware would like to talk to you. 

“The way I feel, there are three things we have 
before us. To give a guarantee of the existing in¬ 
debtedness. That means to take on a total obliga¬ 
tion of about $7,000,000.00. Second, that all the 
stock of Dollar Steamship Lines, Inc., Ltd., con¬ 
sisting of 1,780,000 shares of Class B to be put 
up as security with right to exercise voting rights 
at any time the M.C. may choose to do so. Third, all 
stock of the Dollar Steamship Lines, Ltd., of Hong¬ 
kong, entire issue, with right to exercise voting 
rights in the event of default. Those are the things 
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we have before us. I believe Mr. Lorber has some¬ 
thing he would like to say. 

“EL M. Lorber: I thought this matter over yes¬ 
terday, and made a little memo here of the way I 
looked at it. We have always conducted our busi¬ 
ness according to our means. The business has al¬ 
ways been more or less closely held. If we had the 
means, we bought ships and carried on our business 
in that manner. We got to a point with the subsidy 
business and building obligations that we could not, 
with our own means, carry on a big program like 
that. If we expanded, we would have to expand so 
that the general public could participate and the 
stock be sold on the exchange. 

“With that thought in mind the Delaware Corp. 
was formed. It was arranged so stock could be put 
on the market. We contracted for the [1442] Presi¬ 
dent Hoover and President Coolidge which were 
necessary to carry out our subsidy obligations and 
the bank underwrote the 25% down payment. 

“We had hardly put our name on the contract 
when the stock market crash of ’29 came, and we 
had no chance to float the stock. Now the M.C. is 
proposing to load the company with a further loan 
of 3V 2 million, and don’t know how we can pay it 
back. Then there will be a building program that 
will further keep us in debt. 

“It looks like a hopeless proposition and think 
that in the long run we will be frozen out and the 
government take over the line. This speech of Ad¬ 
miral Land to the U. S. Chamber of Commerce 
should be read before the Board, as it shows the 
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policy of the government. The government now 
owns 195 ships, which he says will be a nucleus 
for a government-owned merchant marine. 

‘‘If we can maneuver around and get rid of the 
debt we now have and try to work out our problem, 
T believe we would be much better off. Of our 
round-the-world ships we have three that are not 
built up and it would cost a great deal to put them 
in shape. I don't know how we could borrow more 
money. Even with the subsidy I don’t feel the 
round-the-world ships can make money. The Ad¬ 
miral is quoted as saying that if a company is oper¬ 
ating and losing money even with a subsidy, they 
will let it go. In our case they will not do that, 
but will just take over the line. I think we [1443] 
should put the problem up to the Directors of the 
Delaware Co. The government has stated just about 
who these Directors are to be, and I think it is 
their baby. Why can’t we put in our program 
through the Directors of the Delaware Co. I drew 
this memo up which is just the thoughts I had in 
mind. Before discussing the memo think you would 
be interested in this speech of Admiral Land’s and 
wish to have the Secretary read it. 

“The Secretary read the speech. 

“H. M. Lorber: That gives the picture and just 
about spells government ownership. 

“John G. Mitchell: It sounds exactly like that 
to me. 

“H. M. Lorber: The part about government 
ownership of 195 ships as a nucleus, certainly points 
toward government ownership and operation of a 
merchant marine. If it boils down to government 
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ownership, the more we conserve our assets the 
better off we will be. Is there any advisability to 
pouring sand in the rat hole where in the end it will 
end up in government ownership. We had claims 
and money coming to us amounting to about $4,000,- 
000 last year when we were negotiating a tempo¬ 
rary subsidy and had to waive those claims to get 
the temporary subsidy. Now for the permanent sub¬ 
sidy they have added more restrictions. 

“Robert Dollar: The California company has to 
secure the present indebtedness on the 535’s. 

“II. M. Lorber: The California company is [1444] 
the maker of these notes. 

“R. Stanley Dollar: I think the object was to 
cut down the liability of the California company, 
that is why they had it underwritten. 

“M. Thompson: If we went ahead and guaran¬ 
teed the additional $3,500,000 we would be going 
against what the old gentleman said about not want¬ 
ing to see the stockholders guarantee the whole 
thing, therefore, we will only take 51% and let the 
outsiders take the rest. 

“R. Stanley Dollar: I think that was a very 
pertinent question at the time. In order to limit 
the liability the Directors went out to get people to 
underwrite it. We should have held those under¬ 
writers, but w'e released them by giving them stock 
in the Delaware Co. Now they are responsible for 
nothing. 

“John G. Mitchell: They were never on the con¬ 
tract w r ith the government. 

“R. Stanley Dollar: No. But they were under¬ 
writers for 49%. 
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44 John G. Mitchell: You were forced to guaran¬ 
tee it also, were you not? 

“R. Stanley Dollar: Just on the 535’s. I have a 
guarantee from California and Delaware which 
holds me harmless. It seems to me, as Mr. Thomp¬ 
son said, we would be going against our orig- [1445] 
inal intentions. I would really like to see the Di¬ 
rectors comply with the request from the M.C., but 
my interests might be a little different from some 
of the others. I think eventually we could work it 
out. 

“M. Thompson: If the California Corp. does not 
guarantee any further, or if they should guarantee 
the additional they would, if the matter did not work 
out, not only lose their interest in the Delaware Co. 
but would lose the interest in any other properties 
as well. They would go into it for everything they 
had. I really don't see how we can afford to do that. 

‘‘John G. Mitchell: Do you feel the California 
Co. would be wise in outright compliance with the 
request as handed out to us ? 

“R. Stanley Dollar: I would like to see you 
comply with their request. But, as I say, my view 
is different. I have the organization in mind and 
other things in mind also. 

‘‘John G. Mitchell: Do you think it would be 
well to get the stockholders’ opinion and not take 
the opinion of the Board of Directors. 

“R. Stanley Dollar: This is all of the assets and 
don’t see how you can pledge our entire assets 
without the consent of the stockholders. 

“Mr. Thompson: The majority of the [1446] 
stockholders are in allegiance to you and to the 
Directors. 
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“Mr. Mitchell: If the California Co. did what is 
asked of them, would you be willing to do what they 
have asked of you. 

“Mr. R. Stanley Dollar: I think, in fairness to 
the Directors, I should read you the letter I have 
written. I have handed this to Wren and Jackson 
and it pertains to me personally. 

“The Secretary read the letter. 

“I put the values on this stock, if they are look¬ 
ing for security. If they attack the values it will 
show that the values had nothing to do with it at 
all. This is all the security they have asked me 
for. I don’t know how they will look on this but 
this is everything they have asked me for. 

“Mr. Mitchell: Do they have to accept those 
values. 

“Mr. R. Stanley Dollar: No. 

“Mr. Mitchell: Do you think they will accept 
them? 

“Mr. R. Stanley Dollar: I don’t know, do you 
think they will? 

“Mr. Mitchell: I don’t think they will. 

“Mr. R. Stanley Dollar: The Directors should 
use their own judgment. I thought I would tell you 
what I was doing. 

“Mr. Mitchell: Has the Robert Dollar Co. taken 
any action? 

“Mr. R. Stanley Dollar: Yes, they have. [1447] 
They had a meeting on May 20th and received a 
communication from the estate of my brother in 
which the Court decided that they should not pledge 
the holdings of the Robert Dollar Co. and that they 



1652 


R. Stanley Dollar, et al 

should do everything in their power to prevent this 
from l>eing done/’ 

And then, continuing down, the court order is 
shown in the minutes: 

“It might be well to read the Court order. 

“Mr. Mitchell: That is definitely no. You offered 
a resolution to comply and it died for want of a 
second/' 

Now, if your Honor please, turning to the next 
page, Mr. Mitchell at the third line: 

“Without the Robert Dollar Company agreeing 
to do their part, if we should decide to carry on 
would they accept the proposal with the Robert 
Dollar Company? 

“Mr. Dollar: I don't know. I cannot see where 
it is going to do the California company much harm 
to pledge the Delaware stock to the M.C. and to give 
them voting rights if and when in default. 

“Mr. Thompson: They would still retain their 
other properties. 

“Mr. Dollar: Yes. 

“Mr. Mitchell: The Dollar of Hongkong has 
never been involved. All the assets of the company 
now are the assets of the Delaware stock and [1448] 
Hongkong. We owe no creditors with the exception 
of yourself. We are giving away the bulk of our 
assets which we could not do if you had any 
objection. 

“Mr. Dollar: I don’t think it gets into the credi¬ 
tor question. I think it is the stockholders. If I was 
asked to cancel the debt I probably would do so. 

“Mr. Mitchell: The California company would 
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have no assets if they turned over their Delaware 
stock. We would lose our assets and be in the red. 

“Mr. Thompson: If we guaranteed everything 
then it would be different, but we are just pledg¬ 
ing Delaware stock. 

“Mr. R. Stanley Dollar: If you don’t do this 
and Delaware don’t get a subsidy, there is only 
one thing that can happen—you will lose your en¬ 
tire investment in the 1,600,000 shares of Delaware 
stock. On one hand it will be worthless if you don’t 
cooperate, while if you do and work with them you 
might get something out of it. 

“Mr. Thompson: As far as pledging the stock 
of the Delaware company, that is not bad, but 
would not like to guarantee everything we have, 
that is going too far. 

“Mr. R. Stanley Dollar: You would pledge it 
for $7,000,000 and the stock could not be sold for 
any less. Suppose the stock is worth $5.00 a share, 
then you would have a jerkback. You would guar¬ 
antee $7,000,000 but no deficiency over what the 
stock will bring. In other words, you don’t want to 
leave the value off the stock or you would [1449] 
have the same situation as the Export Line had. 
They took in the stock and froze them out. 

“Mr. Mitchell: We could take this action pend¬ 
ing the report from the committee as to the sug¬ 
gestion we have already made. Any action taken 
now would not be necessary in the event the original 
suggestion was accepted.” 

Now, if your Honor please, turning to the next 
page, about ten lines down: 

“Mr. Lorber: It is the policy of the stockholders 
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to contract and the policy of the M.C. to expand. 
It is up to the stockholders to decide what we want 
to do. This is our policy and we should put it in 
the hands of the Delaware Directors.’ 7 

And then, two lines down: 

“Mr. Lorber: It would be to the interest of the 
public. I think this means Mr. Dollar will lose his 
security and we will lose ours. With this plan, we 
could maintain our organization and services on our 
trade routes. Their plan will plunge us into debt and 
will be ruinous. 

“Mr. Dollar: You would not be plunging into 
debt 

“Mr. Lorber: You certainly would not be run¬ 
ning at a profit. 

“Mr. Thompson: We have two things to con¬ 
sider. First whether we want to wait to hear from 
them on the Coolidge proposition. Then Mr. [1450] 
Lorber’s plan. We could pass this, but in the event 
the Directors and the Commission don’t think this 
is feasible, then we could pledge the Delaware stock. 

“Mr. Dollar: You could cite Mr. Lorber’s sug¬ 
gestions, but it does not meet the requirements of 
the M.C. 

“Mr. Mitchell: I think in the end it is only a 
gesture. 

“Mr. Lorber: We have never yet laid down a 
program. 

“Mr. Dollar: You are not just making a gesture 
when you pledge $7,000,000 stock. 

“Mr. Mitchell: I don’t think they will accept 
it 

“Mr. Dollar: I hope they will accept it. I think 
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we should go along with them as far as we can. 

4 ‘Mr. Thompson: I think you personally should 
be considered, too. As far as the stock of Delaware 
goes, we would lose that anyway. 

“Mr. Mitchell: What do you think a rough esti¬ 
mate of the assets of the Hongkong Corp. are ? 

“Mr. Dollar: I would say around $750,000. 

“Mr. Mitchell: That is too good an asset to put 
up on this. 

“Mr. Dollar: I think we better change that 

statement so it will read a little different. 77 
* * * * * 

Mr. Siegel: We will offer in evidence as [1455] 
the defendants 7 exhibit next in order document 
2-B-2 (handing the document to the Deputy Clerk), 
which is the stenographic notes of the meeting of 
the Board of Directors of Dollar of Delaware for 
May 16,1938. 

* * * * * 

The Deputy Clerk: Defendants 7 Exhibit 63. 

(The copy of stenographic notes of Dollar of 
Delaware meeting of May 16, 1938, heretofore 
identified as Document 2-B-2, were accordingly 
marked and received in evidence as Defendants 7 
Exhibit No. 63.) 


[Defendants 7 Exhibit No. 63 reads in part as 
follows:] 

Meeting of the Board of Directors of Dollar 
Steamship Lines, Inc., Ltd., May 16, 1938, 11:00 
a.m. 

Present: R. Stanley Dollar, A. B. Poole, P. E. 
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Hoover, J. Hugh Jackson, G. H. Wren, Irving H. 

Frank (Counsel), D. T. Buckley (Secretary). 

* * * * * 

RSD: Payments start February, 1939. That 
makes eleven months in which to pay $1,300,000 in 
1939. 

ABP: We have nine months before we start pay¬ 
ing. 

Wren: When does the permanent subsidy start? 

RSD: At the expiration of the temporary sub¬ 
sidy. 

ABP: I thought they were ready to cut off the 
old one and start the new one. The contract becomes 
effective as soon as the conditions are met. The new 
rates become effective as soon as we agree to the 
conditions. Is there anything new on the adequacy 
of the percentages? The Houlihan report shows we 
will be able to make, in their opinion, a certain 
amount of money. This report is the only thing on 
which I can judge the adequacy of the subsidy as to 
future earnings. 

RSD: I had our people go over these figures as 
to where we are standing now. We are in kind of a 
nose dive and don’t know whether it is temporary 
or not. I have had some figures made up and will 
be glad to submit them to the Board. The Coolidge 
is down $60,000 but it may be a temporary situa¬ 
tion. Still it is something we will have to give some 
thought to. I think we should give a copy of these 
figures to the Directors and let them study over it a 
little bit It is not a very encouraging report, but 
may be due to temporary conditions here. Of course 
there is another thing, this organization is down 


vs . Emory S . Land, et al 


1657 


very low. We have been doing no advertising and 
the whole thing has a tendency to make a person 
conservative. Houlihan asked us to make up esti¬ 
mates and after we did he got the heads of the 
traffic departments up and told them how things 
were improving and got them to add something to 
their figures. I think now they are probably back to 
where they were before they got the pep talk. How¬ 
ever, I feel this may be a temporary situation. 

PEH: I don’t think anyone can make a projec¬ 
tion at this time. 

RSD: It looks like we are in a nose dive for the 
moment but after all we are used to things like that 
in the shipping business. One or two years don’t 
cut much of a figure. Other businesses are down 
also and naturally it is reflecting on shipping. Ship¬ 
ping usually feels a depression first because freight 
stops moving. I really think a copy of these figures 
should be sent to the Directors. Will you see that 
copies are sent Mr. Buckley? If you would like to 
get the traffic people up and have a chat with them 
we could have Mr. Buckley and Mr. Mackenzie up 
for a little chat. 

ABP: All I had to go on was the Houlihan 
report. 

RSD: I think these schedules of amortization 
should be changed. There is a difference of opinion 
as to whether we can live up to the schedule or not. 
They have an idea that the R.P.C. will not allow us 
to use the money borrowed from them to pay off 
the M.C. The two million must be used as working 
capital. Therefore, they think the schedules we are 
getting into cannot be accomplished. I don’t know 
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whether there is anything to that or not but that 
is the talk. They say it is always a requirement of 
the R.F.C. They don’t give fresh money to bail old 
people out. 

PEH: That generally is the rule. 

RSD: They say this might come into our picture 
at a later day. We should try to get these schedules 
down before we start. 

PEH: I don’t see how, in our case, they could 
hold us to that. 

RSD: They discussed this though and they 
might have that in mind. It is working capital but 
I think they will say you cannot use it to pay off 
back indebtedness. 

DTB: If we get going we will have money com¬ 
ing in from ticket sales, freight, etc., which will 
keep us on an even keel. 

RSD: Unless the earnings are sufficient to keep 
the amortization schedule going though we will 
have trouble. 

PEH: I think the schedule is too heaw. 

* 

RSD: I thought you would like to know they 
had been discussing this back there. 

PEH: The R.F.C. loans are for providing credit 
for individuals or companies who otherwise could 
not. get credit. You could not pay off any deben¬ 
tures nor make any payments to the bank or the 
M.C. 

RSD: It is very definite as to who gets the 
money. 

JHJ: Paul has a motion before the house. 

PEH: We all understand these are minimum 
percentages and can be increased. 
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USD: We have never been able to get any in¬ 
crease. The A.M.L. has been trying to get increases 
and have not been successful. 

ABP: Are these percentages enough to have a 
reasonable chance of going on? 

RSD: According to these recent figures we have 
gotten up it does not prove out. Houlihan asked for 
figures and he did not like the ones submitted so 
he got the traffic men in and asked them to increase 
them. 

ABP: I thought it was the intention not to use 
figures unless we could live up to them. 

RSD: They got them to boost them up. 

ABP: Then Buckley and Mackenzie are not 
ready to stand back of the figures in the Houlihan 
report. 

RSD: That is correct. 

ABP: I think Buckley and Mackenzie were in 
accord with the figures finally arrived at. 

RSD: Perhaps they were at the time but with 
business like it is they are probably getting a little 
pessimistic. 

ABP: Are we ready to say that in taking the 
agreement that the percentages will suffice? 

RSD: I think the subsidy figures are the highest 
we can get. I believe that when we get back to nor¬ 
mal it will be okay. It has been a terrible strain on 
the organization and it has held together wonder¬ 
fully well. 

ABP: Provided we can really get going under the 
right circu ms tances, we could go back to the use of 
the Houlihan report as a basis. 
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RSD: I would not say that. I would not use the 
report as a basis. 

JHJ: The only way to get back to normal is to 
get the subsidy. 

RSD: The way to get back to normal is to prove 
to the public you are really sincere and that when a 
person pays for a ticket he is not just handing over 
money to pay the butcher. There are people in New 
York now waiting to go on the Garfield. We have 
to tell them the sailing is postponed indefinitely. 
Now they are asking for their money so they can 
come out by rail. We told Hinkins this money abso¬ 
lutely had to be paid back to these people. I don’t 
even know whether it is right for us to sell tickets 
today. But we are getting away from the point. We 
have a resolution before us. Has anyone else any¬ 
thing to say on it? All in favor? Passed. 

JH J: I think No. 1 on Poole’s agenda just 
stands as it is and will be taken care of in ordinary 
course. 

RSD: The next item is the Dollar Wharf & 
Warehouse and Anglo loan on the Fillmore and 
Johnson to be extended for one year. 

JH J: Presume we will have to have a resolu¬ 
tion from the bank on this. 

* * * * • 

RSD: Are we finished? 

ABP: I think so, but before we adjourn today 
I want to find out about this amortization schedule. 

PEH: All we have to do is get the adjustment 
agreement and schedule and check that. 

D. T. Buckley reads extract of letter regarding 
amortization of Anglo debt through earnings. 
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PEH: That is out the window, don’t read any 
more. 


* 


* 


* 


Mr. Siegel: I now offer in evidence a [1456] 
paragraph in the stipulation appearing on page 5, 
line 29. Does your Honor have the copy of the 
stipulation before you? 

The Court: Very well. 

Mr. Siegel: The paragraph I offer in evidence 
is: 

“5. Document 2-B-5 is a true copy of an income 
estimate attached, in the files of Dollar of Delaware, 
to the original transcript of which document 2-B-2 
is a copy, is the report therein referred to by R. 
Stanley Dollar as a 4 Report of where we are stand¬ 
ing now, 7 and copies thereof were distributed to 
each member of the board at the request of R. Stan¬ 
ley Dollar.” 

Mr. Siegel (continuing) : I now offer in evidence 
as the defendants’ exhibit next in order document 
2-B-5 (handing the document to the Deputy Clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 64. 

(The copy of income estimate, heretofore 
identified as document 2-B-5, was accordingly 
marked and received in evidence as Defendants* 
Exhibit No. 64.) 


[Defendants’ Exhibit 64 reads as follows:] 



DEFENDANTS’ EXHIBIT No. 64 


DOLLAR STEAMSHIP LINES INC, LTD. 

FORECAST OF VESSEL OPERATIONS FOR YEAR FROM JULY 1, 1938 TO JUNE 30, 1939 

BASED ON OPERATION OF TWELVE VESSEL FLEET 


Trans/Pacific 


Service 

Number of Voyages Tern 
Number of Voyage Days.. 


OPERATING REVENUE 

Freight.. 

Passenger.. 

Mail.. 


TOTAL OPERATING REVENUES_ 


OPERATING EXPENSE.. 

Wages-- 

Subsistence.. 


Fuel__ 


Insurance Premiums—Hull_ 

Insurance Premiums—P. & I._ 


TOTAL VESSEL EXPENSES.. 5,306,936.00 


Port Charges (Including Canal Tolls)_ 

Stevedoring and Other Cargo Expense.. 

Loss & Damage Claims... 

Agency Fees, Passenger Commission & Brokerage._ 

Other Voyage Expenses.__ 

TOTAL VOYAGE EXPENSES_ 


Round/World 

Pres. Coolidge 

u 535’s” 

Total 

26 

7 

19 

52 

2,912 

392 

1,064 

4,368 

..$ 6,110,000.00 

920,000.00 

2,330,000.00 

9,360,000.00 

.- 1,436,000.00 

968,000.00 

1,153,600.00 

3,557,600.00 

32,510.00 

53,979.00 

104,275.00 

190,764.00 

69,842.00 

48,308.00 

53,495.00 

171,645.00 

- 7,648,352.00 

1,990,287.00 

3,641,370.00 

13,280,009.00 

~I 1,519,487.00 

414,515.00 

702,940.00 

2,636,942.00 

........ 794,393.00 

245,573.00 

416,323.00 

1,456,289.00 

452,699.00 

108,931.00 

237,551.00 

799,181.00 

1,548,709.00 

276,500.00 

764,266.00 

2,589,475.00 

_ 586,315.00 

103,500.00 

377,600.00 

1,067,415.00 

. 270,453.00 

128,557.00 

119,369.00 

518,379.00 

77,600.00 

16,956.00 

29,464.00 

124,020.00 

57,280.00 

18,144.00 

26,654.00 

102,078.00 

_ 5,306,936.00 

1,312,676.00 

2,674,167.00 

9,293,779.00 

' 1,051,572.00 

84,069.00 

209,484.00 

1,345,125.00 

_; 1,807,706.00 

309,140.00 

844,800.00 

2,961,646.00 

78,228.00 

5,423.00 

14,926.00 

98,577.00 

152,154.00 

38,380.00 

48,920.00 

239,454.00 

_. 41,300.00 

11,638.00 

33,014.00 

85,952.00 

__ 3,130,960.00 

448,650.00 

1,151,144.00 

4,730,754.00 

....... 8,437,896.00 

1,761,326.00 

3,825,311.00 

14,024,533.00 

— 



138,500.00 

*G 



13,886,033.00 

_i (789,544.00) 

228,961.00 

(183,941.00) 

($606,024.00) 

_$ 1,574,505.00 

528,724.00 

993,831.00 - 

3,097,060.00 


Estimated Saving in Cost of Fuel Oil at San Francisco & San Pedro. 

TOTAL VESSEL OPERATING EXPENSE AFTER DEDUCT! 

SAVING IN FUEL OIL._ 

DIRECT PROFIT (OR LOSS) FROM VESSEL OPERATIONS.. 

OPERATING DIFFERENTIAL SUBSIDY._ 

Note: No provision made in expenses for estimated expense due to vacations and relief officers for floating personnel, amounting to $47,215.00 


Comptroller’s Dept. 
May 12,1938 


DOLLAR STEAMSHIP LINES INC„ LTD. 


FORECAST OF OPERATIONS 


TTILY L 1938 TO TTTNF. 30. 1939 



















T 


BASED ON OPERATION OF TWELVE VESSEL FLEET 


TERMINATED VOYAGE RESULTS 

DIRECT (LOSS) BEFORE SUBSIDY._ 

OPERATING-DIFFERENTIAL SUBSIDY_ 

GROSS PROFIT FROM VESSEL OPERATIONS AFTER SUBSIDY- 
OVERHEAD 

Administrative & General Expense (Net)_____ 

Advertising Expense__ 

Taxes, Other Than Income Tax._____ 

Total Overhead__ 

NET PROFIT FROM VESSEL OPERATIONS_ 

OTHER INCOME 

Interest Earned___ 3,200.00 

Miscellaneous------ 5,000.00 


Total Other Income.____ 

OTHER DEDUCTIONS FROM INCOME 

Interest Expense, U.S.M.C. Etc._____ 290,332.00 

Miscellaneous.___ 5,000.00 


—" Total Other Deductions From Income._ 

NET PROFIT FROM OPERATIONS BEFORE DEPRECIATION & 

INACTIVE VESSEL EXPENSE_ 

DEPRECIATION—SHIPPING PROPERTY 

Floating Property.- 743,125.00 

Terminal Property and Equipment- 5,000.00 

Other Property and Equipment- 1,100.00 

Total Depreciation__ 

INACTIVE VESSEL EXPENSE_ 

NET (LOSS) FOR THE PERIOD_ 


$13,280,009.00 

13,886,033.00 


1,200,000.00 

350,000.00 

40,250.00 


8,200.00 


295,332.00 


749,225.00 

55,152.00 


($606,024.00) 

3,097,060.00 

2,491,036.00 


1,590,250.00 

900,786.00 


287,132.00 

613,654.00 


804,377.00 

($190,723.00) 


Comptroller’s Dept 
May 12, 1938 


1662 
















vs. Emory S. Land, et al 


1663 


* * * * * 

Mr. Siegel: 

I now offer in evidence, from the stipu- [1457] 
lation, page 119, line 19: 

“8. Document 21-8 is a true copy of a memo¬ 
randum of Mr. Hugh MacKenzie to Mr. Charles 
King, dated May 7,1938. 

“9. Document 21-9 is a true copy of a memo¬ 
randum dated May 12, 1938, prepared by Mr. J. 
Buckley.” 

I now offer as the defendants’ exhibit next in 
order, document 21-8 (handing the document to the 
Deputy Clerk). I will not read this document, if 
your Honor please. I did read from it in the cross- 
examination of Mr. Dollar. 

The Deputy Clerk: Defendants’ Exhibit No. 65. 

(The copy of memorandum May 7, [1458] 
1938, MaeKenzie to King, heretofore identified 
as document 21-8, was accordingly marked and 
received in evidence as Defendants’ Exhibit No. 
65.) 


[Defendants’ Exhibit No. 65 reads in part 
as follows:] 

[Printer’s note: Pencil notes are shown in italic 
type.] 

San Francisco, California. 

May 7, 1938. 

Mr. C. King 

In accordance with request made at the meeting 
yesterday morning I am attaching 
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(1) A list of Estimated Passenger Revenues cov¬ 
ering arrivals up to June 30, 1938. 

(2) A list containing our Estimates Covering 
Period June 30th, 1938, to July 1st, 1939. 

(3) A list containing the Estimated Revenue 
Figures given you in our memorandum of March 
15th and opposite the estimated revenue figures I 
am showing the Revenue Actually Produced. 

In connection with the estimates made in this 
office for the representatives of the United States 
Maritime Commission I would like to point out 
that before these estimates were made the repre¬ 
sentatives of the Commission insisted we give them 
figures based on 

(1) Business conditions being normal. 

(2) War in the Orient being terminated. 

(3) Ships calling at Shanghai. 

(4) All passenger refunds paid and our standing 
with the tourist agents improved. 

(5) An advertising appropriation of $350,000 per 
year. 

Impvt labor situation—Ships repaired. 

Regularity of Sailings 

HUGH MACKENZIE 

HM :MH 

Coolidge makes RT in 46 days —1 sailing every 
28 days. 

Coolidge sails every 56 days. 

6 Y 2 voyages per year. 
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Mr. Siegel: I next offer as the defendants’ next 
in order document 21-9. 

* * * * * 

The Deputy Clerk: Defendants’ Exhibit No. 66. 

(The copy of memorandum May 12, 1938, 
heretofore identified as document 21-9, was ac¬ 
cordingly marked and received in evidence as 
Defendants’ Exhibit No. 66.) 

Mr. Siegel: This is the memorandum of Mr. 
M. J. Buckley of May 12, 1938, and I wish to read 
from it as follows: 

“The two statements attached are revised esti¬ 
mates of cargo earnings for completed voyages July 
1, 1938, to June 30, 1939, based on the following”— 

And then, after setting forth the figures: 

“Total—$9,360,000. 

“This shows a decrease of $740,000 from our 
estimate of March 12, 1938. 

“The estimates submitted March 12 were based 
on the anticipation of a continuation of the opti¬ 
mistic conditions prevailing prior to the period 
mentioned. In spite of the war situation, [1459] 
cargo was moving very heavily and the withdrawal 
from Shanghai account war conditions there, was 
compensated by heavy extra cargo loaded at Hong¬ 
kong transpacific homeward, because North China 
business which previously moved through Shanghai 
had been diverted to Hongkong. This, added to brisk 
cargo movement in every direction and higher 
freight rates we had been building up during the 
past few years, warranted an optimistic outlook 
for the future. 
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“We also worked on the assurance that a five- 
year subsidy contract, the prompt issuance of 
definite schedules, and a long-time guarantee to our 
shipping friends in every trade they could abso¬ 
lutely depend on the maintenance of schedule and 
first-class service for the future. 

“Since that time conditions have rapidly changed. 
The Japan-China war will apparently continue in¬ 
definitely. Calling at Shanghai seems remote be¬ 
cause of crew demands and other difficulties faced 
by American ships, whereas many foreign lines have 
resumed calls at Shanghai because of their more 
fortunate operating conditions. This means Shang¬ 
hai business we have been handling via Hongkong, 
both outward and homeward, is now lost to these 
direct lines.’ 7 

And the second paragraph on the next [1460] 
page: 

“The business outlook of up-tum during late 
spring and summer has not been realized, and it is 
questionable now when the improvement, will come. 
Commodity prices are falling, and there is pressure 
to reduce freight rates in various trades. 

“Within the last ninety days Japan seems to 
have arrived at the decision to limit all imports and 
exports to Japanese vessels, which added to the 
limiting of export and import permits by the Jap¬ 
anese government, has made Japan a very meager 
market until the situation changes. 77 

Mr. Siegel (continuing): If the Court please, I 
now turn to what will be the defendants 7 position 
with respect to the second motive motivating the 
Dollar interests. I ask your Honor to turn to page 
113 of the second Blue Book, paragraph 14: 
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“14. The Commission and Dollar of Delaware will 
release R. Stanley Dollar and Dollar of California 
from all liability as makers, co-makers, guarantors, 
or endorsers of the ship mortgage notes covering 
the steamships President Harrison, Hayes, Adams, 
Garfield, Polk, Monroe, Van Buren, Taft, Cleve¬ 
land, Wilson, Lincoln and Pierce in such manner 
as to preserve and protect the liability of Dollar 
of Delaware on said mortgages and the [1461] 
priorities of said mortgages, and Dollar of Dela¬ 
ware will do and take all action and proceedings 
and authorize, execute, and deliver all instruments 
and writings that may be necessary to accomplish 
such result or that the Commission may deem ad¬ 
visable for such purpose, and agrees that said re¬ 
leases shall not release or in any way impair its obli¬ 
gations under said notes or said mortgages secur¬ 
ing the same, nor shall any credits be allowed or 
given thereon, either as to principal or interest, by 
reason of the stock transfers or other consideration 
that may be received by the Commission under the 
terms and provisions hereof. The Commission and 
Dollar of Delaware will deliver to R. Stanley Dollar 
and Dollar of California such instruments as may 
be necessary or proper to evidence said releases. 
Appropriate endorsements to evidence said releases 
shall be made upon each of said ship mortgage notes 
on which R. Stanley Dollar and Dollar of Califor¬ 
nia, or either of them, are makers, co-makers, or 
endorsers, and said notes shall be deposited in 
escrow with instructions to the escrow holder to 
make the same available for inspection, upon direc¬ 
tions of the Commission, or R. Stanley Dollar, or 
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Dollar of California, to any parties, court, commis¬ 
sions, or other groups or bodies designated in such 
directions/’ [1462] 

* * * * * 

Mr. Siegel: 

And now, if the Court please, I should like [1463] 
to read the remainder of the document which is 
Defendants' Exhibit 31, and entitled the “Presi¬ 
dent's Report," which is the report of R. [1464] 
Stanley Dollar set forth in the minutes of the stock¬ 
holders ' meeting of Dollar of California for Febru¬ 
ary 13, 1939, at page 203 of those minutes. 


[Defendants' Exhibit No. 31 reads as follows:] 

PRESIDENT'S REPORT 
General conditions in the shipping industry, and 
especially conditions during the past few years in 
the Orient, finally culminated in 1938 in the reor¬ 
ganization of the Dollar Steamship Lines, Inc., Ltd. 
It appeared earlier in the year as though the Dela¬ 
ware company would have to go into bankruptcy 
and that your company would be engulfed on ac¬ 
count of its various guarantees. 

The Delaware company's subsidy was, you will 
recall, cancelled June 30, 1937, and all negotiations 
for a temporary or permanent subsidy failed due 
mainly to demands of the Maritime Commission for 
various guarantees which could not be met and to 
requirements for building new steamers which were 
out of the question after taking the financial condi¬ 
tion of the Delaware company into consideration. 

On the formation of the Delaware company the 
various “522" and “535" steamers were assigned 
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by your Company to it, but the Dollar Steamship 
Line was never released from its liability under the 
ship purchase agreements to the Shipping Board 
(now Maritime Commission). 

The Maritime Commission was in a position to 
foreclose under its various mortgages aggregating 
some $7,000,000.00 and to obtain a deficiency judg¬ 
ment, part of which would be collectible against this 
Company. 

A plan was conceived for a cancellation of our 
liability in exchange for the transfer of control of 
the Delaware company together with a cancellation 
of the management agreement. In accordance with 
this plan and agreement was entered into July 18, 
1938, with The Robert Dollar Co., whereby that Com¬ 
pany agreed to turn over to your Company the Class 
“A” and “B 77 stock of the Delaware Company 
owned by it, all office equipment, furniture and fix¬ 
tures in the offices used by the Delaware Company, 
the automobiles used by the latter Company and to 
cancel the management agreement of June 23, 1926, 
between the Dollar Steamship Line and The Robert 
Dollar Co., all in exchange for the cancellation of 
the note executed by The Robert Dollar Co. in favor 
of Dollar Steamship Lines, Ltd. (Hongkong) in the 
amount of $1,515,973.24. 

Negotiations for a settlement with the Maritime 
Commission were then consummated by the signing 
of the so-called Agreement Respecting Adjustment 
Plan of Dollar Steamship Lines, Inc., Ltd., dated 
August 15, 1938, and supplement dated August 19, 
1938. Under the terms of this agreement it was 
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briefly agreed to transfer to the Maritime Commis¬ 
sion the Delaware company stock acquired from 
The Robert Dollar Co. as well as the Class “B” 
stock owned by your Company, to terminate the 
management agreement in exchange for a release 
from all liability as maker, co-maker, guarantor or 
endorser of the various ship mortgage notes. This 
adjustment plan provided further for the purchase 
by the Delaware Company of the furniture, fixtures 
and equipment acquired from The Robert Dollar 
Co. for $100,000.00, payable $35,000.00 in cash and 
$65,000.00 in new preferred stock. 

In order to carry out the agreement with The 
Robert Dollar Co., a necessary step was the liquida¬ 
tion of the Dollar Steamship Lines, Ltd. (Hongkong). 
This Company was no longer an operating company 
but merely a holding company owning the stock of 
the Canadian Robert Dollar Company, Kiangsu 
Realty Company, the note of The Robert Dollar Co., 
certain notes of this Company, cash and a receivable 
from Madrigal and Company. These assets can be 
more readily handled by this Company direct and 
are shown in Balance Sheets at December 31, 1938, 
as assets of your Company. 

The Balance Sheet at December 31, 1938, as pre¬ 
pared by Forbes and Company shows that your 
Company owns among other assets, new preferred 
stock of the American President Lines, Ltd., $594,- 
10,000, the stock of Kiangsu Realty Company $348,- 
617.79, stock of the Canadian Robert Dollar Com¬ 
pany $331,487.93, as well as a ship mortgage of 
$200,000.00 and current assets of $164,801.36. 
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It shows that after all adjustments were made, 
your Company’s capital remains intact at $1,250,- 
000.00 and that there is a surplus remaining of 
$302,297.55. 

The Company is again on a sound financial basis 
and in a position to operate when conditions im¬ 
prove and the right opportunity is found. 

/s/ R. STANLEY DOLLAR 
R. Stanley Dollar 


* * * * * 

Mr. Siegel: And now, if your Honor please, I 
wish to read a paragraph from a document in evi¬ 
dence as Defendants’ Exhibit 34, the minutes of the 
Commission of June 21, 1938, as follows: 

“There followed a general discussion of [1470] 
the various alternatives which might be adopted by 
the Commission to meet the problem raised by the 
failure of the Dollar Steamship Lines, Inc., Ltd., to 
comply with the terms of the Commission’s resolu¬ 
tion of June 4, 1938. It was pointed out that the 
major considerations guiding the Commission were 
the necessity for maintaining service and for pro¬ 
tecting the creditors.” 

And now, if your Honor please, as bearing on 
the elimination of the Herbert Fleishhacker stock 
from the proposal ultimately agreed upon, I first 
offer in evidence, as the defendants’ exhibit next in 
order, Document 2-F-55, which is merely the founda¬ 
tion for the next offer (handing document to the 
Deputy Clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 68. 
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(Copy of Maritime Commission July 11,1938, 
special meeting minutes, heretofore referred to 
as Document 2-F-55, was accordingly marked 
and received in evidence as Defendants’ Ex¬ 
hibit No. 68.) 

Mr. Siegel: And I offer in evidence now, as the 
defendants’ exhibit next in order, Document 2-F-56 
(handing the document to the Deputy Clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 69. 

(The copy of Maritime Commission [1,471] 
minutes, July 12, 1938, heretofore identified as 
Document No. 2-F-56, was accordingly marked 
and received in evidence as Defendants’ Ex¬ 
hibit No. 69.) 


[Defendants’ Exhibit No. 69 reads in part 
as follows:] 

(Special Meeting) 

July 12, 1938 

Proceedings of the United States Maritime Com¬ 
mission. 

Present: Chairman Land, and Commissioners 
Moran, Truitt, Wiley, and Woodward. 

AJso present: Joseph R. Sheehan, Executive Di¬ 
rector; Bon Geaslin, General Counsel; D. F. Houli¬ 
han, Director, Division of Finance (entered the meet¬ 
ing at 3:00 P.M.) ; and W. C. Peet, Jr., Secretary. 

The Commission convened at 2:30 P.M., and ad¬ 
journed at 3:40 P.M. 

There was presented for the consideration of the 
Commission the following memorandum, dated July 
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12,1938, from the Executive Director with reference 
to the Dollar Steamship Lines Inc., Ltd.: 

“The present phase of the Dollar negotiations 
began in March, 1938, when the Commission sent 
Messrs. Houlihan and Wilcox to San Francisco for 
the purpose of making a complete survey and rec¬ 
ommendations. These representatives of the Com¬ 
mission returned early in April. In the meantime, 
upon their recommendations, the Commission made 
a series of advances out of the Hoover insurance 
fund to meet urgent cash requirements for opera¬ 
tions, which recommendations involved the replac¬ 
ing of such moneys in the insurance fund out of 
later accrued subsidies. The recommendations of 
these representatives provide for a four-point pro¬ 
gram: 

(1) A five-year subsidy agreement at revised rates 
estimated to yield approximately $3,000,000 a year; 

(2) Advances by the Commission for repairs of 
about $1,500,000; 

(3) The release of the Hoover insurance money 
for working capital purposes; 

(4) An R.F.C. loan of $1,500,000 for working cap¬ 
ital purposes secured by second mortgage on the 
President Coolidge. 

“The representatives also stated to the Commis¬ 
sion, and it was so understood that this program 
was indivisible and that there was no sense in grant¬ 
ing the Dollar Lines a five-year subsidy unless the 
Commission was prepared to make the advances for 
repairs and the Company could secure the loan from 
the R.F.C. The Commission approved in principle 
this program and steps were taken to carry it into 
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effect. The Commission understood, however, that 
there were certain other conditions which would 
have to be performed by Mr. Dollar as to which the 
representatives of the Commission were not in a 
position to make recommendation. 

“Members of the Commission’s staff immediately 
took up the matter with the R.F.C. and as a result, 
Chairman Jones expressed willingness to make a 
loan as follows: 

(a) The R.F.C. loan should be for $2,000,000 as in 
the opinion of its Directors such amount was needed; 

(b) The R.F.C. would not lend on second mortgage 
on the President Coolidge but would lend on first 
mortgage on the entire fleet. The first mortgage was 
to include the repair advances by the Commission as 
well as the R.F.C. loan. The existing mortgage in¬ 
debtedness to the Commission was to be subordinated 
to the fresh money advanced aggregating $3,500,000. 

“In the meantime, the deadline for carrying 
out the prior agreements with trade creditors ap¬ 
proached. In order that Dollar might make the cash 
payments which in turn permitted the issuance of 
the preferred stock and debentures to the old credi¬ 
tors, the Commission released all amounts remaining 
in the Hoover insurance fund and expedited pay¬ 
ment of subsidy so that on Friday, April 22, a total 
of $412,000 was released to the company. In the mean¬ 
time, a proposed subsidy agreement had been drawn 
up by the Commission’s staff and sent to San Fran¬ 
cisco for consideration by the Dollar interests. It is 
to be made clear that the subsidy agreement had not 
at that time been presented to or approved by the 
Commission. At the same time certain additional 


vs. Emory S. Land , et al 


1675 


conditions were prepared which had to be complied 
with on the part of the Dollar interests. On April 25, 
1938, Mr. Dollar was informed that the matter would 
come before the Commission on the following day 
and to have his directors available in San Francisco 
to take whatever action might be required. The mat¬ 
ter was formally presented to the Commission and 
the entire program was re-presented to the Commis¬ 
sion on April 26, 1938. It should be understood in 
this connection that the program as so re-presented 
varied materially from the program which the Com¬ 
mission had previously had before it for considera¬ 
tion. Without going into unnecessary detail, it may 
be stated that the Commission was seriously con¬ 
cerned in pushing back to equity position approxi¬ 
mately $7,000,000 of existing first mortgage indebted¬ 
ness in favor of new Government advances aggregat¬ 
ing $3,500,000. To put the matter in another way, 
the Government, in addition to entering into a sub¬ 
sidy agreement for the payment for five years of over 
$3,000,000 annually was supplying Government funds 
to the extent of $3,500,000. This new money would be 
secured as the matter then stood by the same vessels 
which were collateral for the $7,000,000 previously 
owed. At the time the Dollar interests were offering 
no additional security. The Commission at its meet¬ 
ing thereupon decided that additional collateral 
should be required. Accordingly there was prepared 
and approved by the Commission on the following 
day a letter which stated what the Commission was 
prepared to do and upon what terms and conditions. 
This letter was delivered to Mr. Dollar late in the aft¬ 
ernoon of Thursday, April 28. 
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‘‘On May 24, 1938, Dollar Steamship Lines Inc., 
Ltd., replied to the letter of April 28,1938. This reply 
was unsatisfactory because some of the proposed 
Guarantors refused to guarantee it all, while others 
hedged their agreements in such manner as to make 
their guarantees valueless. Accordingly, the Com¬ 
mission considered it advisable to reconsider its re¬ 
quirements and in the light of such reconsideration to 
restate them in a more formal manner. Accordingly, 
a resolution was adopted on June 4, 1938, which 
modified the April 28, 1938 letter as follows: 

(a) The guarantee of Dollar of California was to 
be limited to the amount of the present guarantees on 
the Dollar notes of approximately $3,575,000. 

(b) The guarantee of Robert Dollar Company was 
to be limited to $1,250,000 principal amount (such 
amount being approximately in the same ration to 
the total obligations of Dollar of California under its 
guarantee, as the stockholdings of the Robert Dollar 
Company in Dollar of California, was in the total 
capital stock of Dollar of California. The collateral 
requirements were limited to stock of Heintz and 
Kauffman, Ltd., the stock of Globe Wireless, Ltd., 
and The Robert Dollar Company holdings in Dollar 
of Delaware and Dollar of California. 

(c) An additional requirement was inserted for a 
guarantee by H. M. Lorber secured by his stockhold¬ 
ings in Dollar of Delaware, Dollar of California, and 
The Robert Dollar Company but with his liability 
limited to the collateral. 

(d) The guarantee of Estland, Inc. required by 
the April 28,1938 letter was eliminated. 

4 4 At the same time, June 4, 1938, the Reconstrue- 
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tion Finance Corporation issued its resolution au¬ 
thorizing its $2,000,000 capital loan. 

“On June 17, 1938, Mr. Dollar replied to the reso¬ 
lution by a telegram followed by a letter which, with 
enclosures, in effect constituted a refusal to carry out 
the terms of the resolution and which contained a 
counter-proposition for the purchase of the vessels at 
their fair value. Mr. Dollar was informed that this 
reply was wholly unsatisfactory. 

“On June 21, in a telephone conversation with Mr. 
Lauglilin, he suggested that he should negotiate a 
deal with the various Dollar interests which he felt 
sure would result in saving the situation and re¬ 
quested that he be given telegraphic authority to un¬ 
dertake these negotiations; hence, a telegram was 
sent to Mr. Laughlin which telegram was written 
here based upon notes and ideas given to us by Mr. 
Laughlin over the phone. The negotiations were to 
be carried out along the following lines : 

(1) All of the Class ‘B 7 stock presently outstand¬ 
ing, approximately 2,100,000 shares to be transferred 
to the Commission free and clear; 

(2) The Dollar Interests to transfer to the Com¬ 
mission not less than 92,000 shares of Class ‘A 7 stock 
free and clear and The Anglo Bank and Fleishhacker 
interests to transfer not less than 109,000 of Class 
‘A 7 stock similarly free and clear; 

(3) The Robert Dollar Company to transfer all 
physical property owned by it which Dollar of Dela¬ 
ware has used or had the right to use in connection 
with the subsidized operations; 

(4) The Robert Dollar Company to give Dollar of 
Delaware option on all leases used in connection with 
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the subsidized operations, the option to be for a period 
of 90 days. Dollar of Delaware to pay all charges 
presently accrued under the leases and relating to 
the period of subsidized operations and in event it 
elects to assume leases will assume all liabilities ac¬ 
cruing during the 90-day period; 

(5) Dollar of Delaware to have the option to ter¬ 
minate its lease on space in the Robert Dollar Build¬ 
ing, exercisable within 90 days; 

(6) Dollar of Delaware will not call upon other 
Dollar companies to pay in excess of $10,000 in the 
aggregate on account of fees and expenses of Irving 
Frank for legal services; 

(7) Anglo Bank agrees to extension of Fillmore 
Johnson loan one year without amortization and 
thereafter to stand on the collateral and to consent to 
similar extension and Standby Agreement on part of 
Dollar Wharf and Warehouse Company with respect 
to its $50,000 loan on Fillmore Johnson; 

(8) Dollar of California to similarly extend and 
standby with respect to its $200,000 Fillmore Johnson 
loan; 

(9) Anglo Bank further to consent to debt cancel¬ 
lation between Dollar of Delaware and Dollar Wharf 
and Warehouse and also to change amortization 
schedule bank loan so that the payment due June 30, 
1943 shall be $125,000 instead of present $225,000; 

(10) Such other terms and conditions as to you 
seem necessary and advisable 

“On June 30 Mr. Laughlin sent the following tele¬ 
gram: 
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‘ Postal Telegraph 

1938 Jun 30 AM 5 28 
‘NA48 709 Govt NL Collect 1/59 Via Mrt 

P San Francisco Calif 29 

‘Messrs Geaslin and Sheehan 

‘U S Maritime Comm Commerce Bldg Washn DC 

‘Anglo Bank will not release Stanley Dollar’s 
A stock or stock jointly pledged by Stanley Dollar, 
Harold Dollar estate and Herbert Fleishhacker. 

‘A stock offered free and clear as follows: Stan¬ 
ley Dollar 1,780; Harold Dollar Estate 24,107; H. M. 
Lorber 9,174. Admiral Oriental 122. Robert Dollar 
Company 2,075. Mortimer Fleishhacker and family 
26,122. Total 63,380. 

‘A stock offered subject to existing pledges as 
follows: Stanley Dollar, with Anglo, 33,600. Harold 
Dollar estate, with Anglo, 11,273. Stanley Dollar, 
Harold Dollar estate and Herbert Fleishhacker 
jointly, with Anglo, 11,273, with Seattle First Na¬ 
tional 4,354, Herbert Fleishhacker, 33,000. Total 
93,500. Additional A stock standing in name of Her¬ 
bert Fleishhacker and his wife and sons totals 
60,569. He states he is not in position to now offer 
such stock either clear or subject to pledges. He is 
heavily involved and is very hopeful Com- [1472] 
mission will accept deal without requiring any of 
his stock except portion offered subject to existing 
pledges and that retained stock will develop large 
value by reason of Commission’s control of com¬ 
pany all offers subject to following conditions: 
First, Dollar of Delaware will be granted five-year 
subsidy and $1,500,000 repair loan and $2,000,000 
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R.F.C. loan. Second, Dollar of Delaware will pay 
Robert Dollar Company fair value for furniture, 
fixtures and automobiles. Original cost represented 
about $328,000 and book value about $100,000. This 
item can be settled for not more than $100,000. With 
not more than one-third payable in cash and balance 
in preferred stock. Third, Dollar of Delaware will 
assume Robert Dollar Company leases. Information 
indicates these negotiated on reasonable terms and 
small or no burden to company continuing business 
but absolute liability to Robert Dollar Company if 
business taken over. Fourth, Dollar of Delaware will 
assume lease for space in Dollar Building. 

‘Have had able independent expert make survey of 
lease and he reports terms reasonable. 

‘Other conditions set forth your telegram of June 
twenty-first will be met except adjustment of Irving 
Frank s claim for legal services. He has given no 
commitments but matter should be settled if deal 
otherwise acceptable. If deal above basis unaccept¬ 
able immediate attention should be given to Commis¬ 
sions desires respecting trustees. In this connection 
consideration should be given to possibility that Com¬ 
missions position will be just as good or better if it 
assumes no responsibility in selection of trustees. If 
Commission does not intend to foreclose and company 
is to continue operations satisfactory trustees essen¬ 
tial. However, if intent is to foreclose, Commissions 
interests will be definitely conflicting with interests 
of bankrupt company and its stockholders and 
creditors and better results possibly can be accom¬ 
plished by dealing at arms length with independent 
trustees and such method certainly would cause less 
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embarrassment and criticism unless vessels are bid 
in for amounts far in excess of mortgage balances, 
all classes of stock will become valueless and unse¬ 
cured creditors and debenture holders will receive 
nothing Commission will have no concern with com¬ 
pany after foreclosure except possibly to acquire 
for itself or agent certain of the companvs person¬ 
nel. Leases and physical properties. The responsi¬ 
bility and liability that will result from Commission 
dealing with trustees of its own selection might 
thwart or make inadvisable acts and assertion of 
legal rights which would be entirely proper if those 
with conflicting interests are represented and pro¬ 
tected by independent trustees have had discussions 
with heads of several departments in Dollar Com¬ 
pany and in event of 77-B and acquisition of ves¬ 
sels by Commission they are willing to make finan¬ 
cial contributions to extent of their ability which 
will aggregate about $100,000 and themselves form 
new company which will take over operations under 
agency agreement with Commission or if Commis¬ 
sion should undertake formation of new company 
they will accept employment by such company with 
hope and expectation they may at later date obtain 
financial backing which will enable them and other 
employees to establish new company which will ac¬ 
quire line from Commission. Either course should 
minimize length and effect of break in normal oper¬ 
ations and adverse reaction to bankruptcy on part 
of creditors and public and should result in reten¬ 
tion of business connections in this and foreign 
countries. 


Reginald S. Laughlin.’ 
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“A few days subsequent to the receipt of this mes¬ 
sage, Mr. Laughlin said in a telephone conversation 
that he was personally not so concerned about the 
delivery of all of the withheld Fleishhacker stock but 
that he did think that we should get seventeen 
thousand shares of it in order that we might have two- 
thirds of the A stock in our possession or under our 
control. 

“On July 11 Messrs. Poole and Laughlin tele¬ 
phoned to the effect that the Dollar Company had 
held a stockholders meeting on Saturday, July 9, in 
which Mr. Laughlin was requested to participate. As 
a result of that meeting Mr. Hoover telephoned to 
Mr. Poole on Monday, July 11, asked for further ac¬ 
counting information and stated to Mr. Poole that 
Mr. Fleishhacker was willing to make available some 
of his 60,000 shares. He did not say, however, how 
much. 

“ Although it is a fact that either Mr. Poole or Mr. 
Laughlin or both have always regarded every reply 
from the Dollar interests as a refusal or unresponsive 
to past proposals of the Commission neither one of 
them has made such a statement with regard to the 
responses to the last proposal and, hence, I believe 
that we are justified in considering that negotiations 
are still pending on the basis of the telegram sent to 
Mr. Laughlin on June 24. 

“Within the past ten days I have been giving con¬ 
siderable thought to what may be an unwarranted 
value that some of us have been attaching to this A 
stock. There are outstanding at the present time 
2,100,000 shares of B stock and 252,000 shares of A 
stock and both classes of stock have the same voting 
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rights, although the A stock has five times as great 
a participation in dividends and liquidation as B. 
As is known, we have been offered all the B stock 
and 63,380 shares of A stock free and clear of all 
pledges. We have also been offered 93,500 shares of 
A stock subject to existing pledges. The voting con¬ 
trol represented by this free stock is 90.7%. This 
free stock is 72% of the total common stock equity. 
The 93,500 shares of A stock which has been offered 
subject to existing pledges represents 4% of the vot¬ 
ing control and 13.9% of the total equity of all the 
common stock. The equity represented by the 60,569 
shares standing in the names of Herbert Fleish- 
hacker, his wife and sons represent 8.9% of the 
equity. The voting control of this stock is about 3%. 
All of this last block of stock is not pledged and it 
is to be assumed that the stock which Mr. Fleish- 
hacker now contemplates turning over is that which 
he owns free and clear. The amount thereof is un¬ 
known. 

4 'The Commission is, hence, placed in the follow¬ 
ing position. It has expressed their willingness to 
enter into a subsidy contract, to advance money for 
repairs, and to subordinate their preferred mort¬ 
gages in order that the necessary operating capital 
may be raised, but is unwilling to undertake such a 
program without control of the company. Now, not 
only control but ownership is available and the same 
responsibility which will attach to ownership will 
also attach to mere control. Ownership will result in 
the elimination of R. Stanley Dollar and H. M. Lor- 
ber from the picture, whereas voting control would 
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probably not have had this result, at least for some¬ 
time. 

“The reason that the latest proposal, namely to ac¬ 
cept the B stock and the available A stock, was not im¬ 
mediately accepted was due to the fear that this would 
leave Mr. Herbert Fleishhacker in a position where 
he could eventually benefit through the successful 
operation of this company by the Commission and 
there was no desire or willingness on anybodys part 
to bring about a situation such as this. A close study 
of the situation, however, makes it quite apparent 
that, barring the most unforeseen circumstances, 
there is little, if any, likelihood that Mr. Fleish¬ 
hacker will ever benefit whatever happens, except 
insofar as the A stock, which is held in his name and 
which is pledged as collateral against loans, may en¬ 
hance in value to a point where it might serve to 
reduce in part his present extremely heavy indebt¬ 
edness. Since the A stock has no preference over the 
B stock it can not have any inherent value unless 
and until the B stock has an inherent value and 
then only proportionately. As a practical matter the 
possibilities seem remote of either the A or B ever 
having inherent value barring inflation or war or 
some other contingency. 

“Both of these classes of stock are subject to a 
prior claim by the preferred stock of which there 
exists 33,359 shares of par value of 100 dollars. Inas¬ 
much as this is a five percent preferred stock no 
dividends could be available to any class of common 
stock until approximately $165,000 had been paid in 
dividends to this preferred stock. Similarly, in liqui¬ 
dation no rights can accrue to either class of com- 
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mon stock until the holders of the preferred stock 
had been satisfied to the extent of approximately 
$3,350,000. 

‘‘In view of all the considerations it is my opinion 
that the Commission should accept the proposition 
as it now exists with the following modifications: 

“(1) That all B stock be taken over. 

“(2) That 63,380 shares of A stock be taken over 
free and clear of pledge. 

“(3) That any A stock which is available subject 
to existing pledges be taken over on an option basis 
whereby the Commission would secure options from 
the pledgees at a stated price and which option 
would run for a stated period of years. 

My own ideas are that the option price should be 
the best which Mr. Laughlin could obtain but in no 
event to exceed $2.00 and the duration of the option 
should be two years. 

“I am fully cognizant of the responsibility which 
ownership of this company will entail but I can not 
escape the feeling that we can operate this company 
successfully and with the complete loyalty of the 
major portion of its personnel in the United States 
and abroad. It will be remembered that Mr. Laugh¬ 
lin advised that he had had discussions with the 
heads of several departments and they are willing 
to do everything in their power eventually to ac¬ 
quire control of the company themselves for the 
employees. Mr. Poole has stated that the great ma¬ 
jority of the employees feel that the management 
has let them down. The foreign agencies are owned 
by the Dollar of Delaware. The foreign operations 
would be assured without difficulty on the basis that 



1686 


R . Stanley Dollar, et al 


Dollar of Delaware would pay Robert Dollar Com¬ 
pany a fair value for furniture, fixtures and auto¬ 
mobiles which items would be supplied for not more 
than $100,000 with not more than one-third payable 
in cash and the balance in preferred stock. The em¬ 
ployees of the foreign organization are already on 
the payroll of Dollar of Delaware and would be 
continued in that status. 

‘‘Dollar of Delaware will assume leases for space 
in the Dollar building and will assume the Robert 
Dollar Company leases. It is stated that these have 
been negotiated on reasonable terms and represent 
a small or no burden to the company if it continues 
in business. The commission would have the right 
to the use of the Dollar name for six months. 

“It seems to me that this would bring about the 
goal for which we have been striving for many 
months, namely, that continued operation of this 
important service under our own management. The 
duration of government operation would depend, of 
course, upon the success which we made but I am 
quite confident at this moment that the Commission 
could in a reasonably short time make arrangements 
whereby it could dispose of the ownership and con¬ 
trol this company to those employees who have been 
with the company for many years. In return for 
ownership of the company the Commission is re¬ 
leasing R. Stanley Dollar and Dollar of California 
from their obligations on ship sales notes. 

“It has been suggested that the changed financial 
condition of the company might now make it impos¬ 
sible for new money to be secured for working 
capital from the RFC, particularly in view of the 
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fact that more money would now be needed than it 
was expected would be necessary two . months ago. 
This phase of the proposition has been explored. 
Chairman Jones of the R.F.C. has stated that while 
he has not taken the matter up formally with his 
directors, he saw no reason why the fact that the 
Commission owned the controlling interest in the 
company should make any difference with regard 
to an R.F.C. loan. In fact, he stated he would pre¬ 
fer it that way. As to the amount of the loan, he 
said that if the Commission were to go through with 
the proposed plan the amount of the loan would 
be given reconsideration by the R.F.C. Generally 
speaking his attitude showed that the R.F.C. could 
be most helpful to the government in this situation. 
He was told that possibly two million and one-half 
dollars was needed and expressed no objection to 
going up to that amount provided his financial man 
thought that sum was needed. 

“There is only one possible alternative if this 
plan is not accepted and that of course is bank¬ 
ruptcy or receivership. In either event service would 
probably stop at least for a while. We would at¬ 
tempt to foreclose and the resultant legal procedure 
might become rather involved. No trade creditors 
would be paid; no repair men would be paid; none 
of the stockholders would realize anything; and the 
twenty-five hundred employees would be out of 
employment, at least until such time as a new serv¬ 
ice might be started. The indirect circumstances of 
the cessation of the service would be impossible to 
measure; among these, however, would certainly be 
the bankruptcy of some of the creditors, particularly 
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repair men, to say nothing of the distress which 
would be caused by the loss in purchasing power on 
the West Coast of somewhere around ten million 
dollars per annum. 

‘‘(Signed) Joseph R. Sheehan, 

“Executive Director. 

“The Director, Division of Finance, stated that 
the adoption of the proposed plan would mean the 
withdrawal of R. Stanley Dollar from the company 
and that this would seriously impair the effectiveness 
of the company's operations. It was pointed out that 
the only alternative was liquidation of the company 
or reorganization under Section 77-b. Mr. Houlihan 
agreed that this was the only alternative, as it would 
not be possible to carry out the original Houlihan- 
Wilcox plan of April 2,1938, unless the amortization 
payments required therein were put on an income 
basis. Mr. Houlihan stated that he could not recom¬ 
mend this modification in view of the present esti¬ 
mates of future operating results. 

Commissioner Moran then made a motion to refer 
the above-quoted memorandum to the Long-Range 
Subsidy Committee for a report thereon. The vote 
on this motion was as follows: Commissioners 
Moran and Wiley “yea”, Chairman Land and Com¬ 
missioners Truitt and Woodward “nay”. The mo¬ 
tion was thereupon declared lost. 

Motion was then made by Commissioner Truitt to 
take no further action in regard to the Dollar 
Steamship Lines, Inc., Ltd., knowing that bank- 
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ruptcy would result from the Commission’s inac¬ 
tion. Chairman Land and Commissioners Truitt and 
Woodward voted “nay” on the foregoing motion; 
Commissioners Moran and Wiley did not vote. The 
motion was thereupon declared lost. 

Motion was then made to adopt the plan set forth 
in the above-quoted memorandum from the Execu¬ 
tive Director. The vote on this motion was Chair¬ 
man Land and Commissioners Truitt and Wood¬ 
ward “yea”, Commissioners Moran and Wiley 
“nay’.’ The motion was thereupon declared carried. 

The proper officers of the Commission were au¬ 
thorized and directed to take any and all actions 
necessary and proper to carry the action of the 

Commission as above set forth fully into effect. 

* * * * * 


***** 

Mr. Siegel: I next offer in evidence a para- [1475] 
graph from page 115 of the stipulation, line 13. 

The Court: Document 20-1? 

Mr. Siegel: Yes, your Honor— 

“1. Document 20-1 is a true copy of a telegram 
of July 11, 1938, from D. B. Donald to D. F. Houli¬ 
han.” 

* * * * * 

Mr. Siegel: If your Honor please, there is now 
in evidence as Plaintiffs’ Exhibit 134 a memoran¬ 
dum submitted by Mr. Geaslin, of July 28, 1938, 
comparing the Land telegram of June 21, 1938, with 
the Draft No. 3 of the Adjustment Plan then before 
the Commission. 
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[Plaintiffs' Exhibit 134 reads as follows:] 

July 28, 1938. 

(Special Meeting) 

Proceedings of the United States Maritime Com¬ 
mission. 

Present : Chairman Land, and Commissioners 
Moran, Wiley, and Woodward, a quorum. 

Also Present: D. E. Lawrence, Chief, Examining 
Section, Division of Finance (withdrew from the 
meeting at 3:15 P. M.) ; Bon Geaslin, General Coun¬ 
sel, and Paul D. Page, Jr., of the staff of the Legal 
Division (entered the meeting at 3:15 P.M.); Fran¬ 
cis B. Goertner, of the staff of the Legal Division 
(entered the meeting at 3:30 P.M.) ; and W. C. Peet, 
Jr., Secretary. 

The Commission convened at 3:10 P.M. and ad¬ 
journed at 4:10 P.M. 

Dollar Steamship Lines Inc., Ltd. Refund from 
Insurance Premiums. 

Mr. Lawrence notified the Commission that a re¬ 
quest had been received from the Dollar Steamship 
Lines Inc., Ltd., for permission to apply for a re¬ 
fund from insurance premiums on certain vessels in 
the Company's fleet which were presently in lay¬ 
up condition. In view of the impending require¬ 
ments of the Company to meet insurance premiums 
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which would presently fall due, and the precarious 
financial condition of the Company, it was felt ad¬ 
visable to take no action on the Company’s request 
at this time. 

Mr. Lawrence withdrew from the meeting at 3:15 
P.M. 

Messrs. Geaslin and Page entered the meeting at 
3:15 P.M. 

Dollar Steamship Lines Inc., Ltd. Agreement re¬ 
specting Adjustment Plan. 

There was presented the following memorandum, 
dated July 28, 1938, from the General Counsel, with 
respect to the Dollar Steamship Lines Inc., Ltd.: 

“Subject: Dollar Steamship Lines, Ltd. 

“This memorandum is furnished to the Commis¬ 
sion in order that it may be informed as to the 
manner in which the requirements of the Chair¬ 
man’s telegram of June 21, 1938, have been so far 
worked out. 

“Each of the various matters dealt with in the 
Chairman’s telegram will be quoted in this memor¬ 
andum under the caption ‘Chairman’s Telegram.’ 
On June 30, 1938, Mr. Laughlin sent the Commis¬ 
sion a long telegram reporting as to the views of the 
Dollar interests on the matters contained in the 
* Chairman’s Telegram’ and setting forth certain ad¬ 
ditional conditions proposed by the Dollar interests. 
Excerpts from this telegram are quoted under the 
captain *Laughlin Telegram’. As far as the general 
files disclosed, communications between Mr. Laugh¬ 
lin and the Commission were handled over the tele- 
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phone until July 11, 1938. On that date Mr. Laugh- 
lin sent to the Commission an outline (herein re¬ 
ferred to as the ‘outline’) of the plan of adjust¬ 
ment which sketched out the principal terms of the 
agreement which had been reached between him and 
the Dollar interests. 

“On July 14, 1938, the Executive Director tele¬ 
graphed Mr. Laughlin as follows: 

‘You are authorized to close deal with Dollar 
interests in accordance with terms of proposed 
adjustment plan upon obtaining for Commission 
or its nominee all B stock plus 63,380 shares of A 
stock free and clear plus all A stock which is 
available subject to existing pledges on basis 
whereby the Company or its nominee will secure 
options to purchase within two years. Option 
price to be best that can be had but not more than 
two dollars per share. Other undetermined details 
indicated by blanks in the outline to be worked 
out to your satisfaction/ 

“ There had been previously prepared by Mr. 
Sheehan a memorandum dealing with the Chair¬ 
man's letter and the ‘Laughlin Telegram’, at which 
time the Commission voted to proceed along the 
lines of the memorandum of the Executive Director. 
More detailed comment on this phase of the matter 
will be made later in this memorandum. 

“On July 14, 1938, Mr. Laughlin submitted a first 
draft of the proposed contract. This draft is re¬ 
ferred to as ‘Draft No. 1’. On July 16, 1938, Mr. 
Laughlin submitted a second draft of the contract 
and this is referred to as ‘Draft No. 2.’ No particu¬ 
lar study has been made by the Legal Division of 
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Draft No. 1 for the reason that it arrived on Satur¬ 
day, July 14, 1938, and Draft No. 2 arrived the fol¬ 
lowing Monday morning. After the Legal Division 
had given some study to Draft No. 2, a long tele¬ 
type message was sent by the General Counsel on 
July 20, 1938, which is referred to herein as 'Gen¬ 
eral Counsel Telegram’. On July 23, 1938, Mr. 
Laughlin sent another draft of the contract which 
he stated was in final form so far as he was con¬ 
cerned. This document is referred to herein as 
'Draft No. 3’ and it is the deal as worked out in this 
Draft No. 3 which is now before the Commission for 
appropriate action. 

"1. 'Chairman’s Telegram’. 'One All of the Class 
B stock presently outstanding approximately 2,100 
shares to be transferred to the Commission free and 
clear.’ 

"Provisions to this effect appear in the outline in 
Draft No. 1 and in Draft No. 2. They also appear in 
Draft No. 3, with a variation whereby the 227,790 
shares presently held by The Robert Dollar Com¬ 
pany would first be acquired by Dollar of California 
and by it transferred to the Commission. 

"2. 'Chairman’s Telegram’. 'Two The Dollar in¬ 
terests to transfer to the Commission not less than 
92,000 shares of Class A stock free and clear and 
the Anglo Bank and Fleishhacker interests to trans¬ 
fer not less than 109,000 shares of Class A stock 
similarly free and clear.’ 

" 'Laughlin Telegram’. Mr. Laughlin’s telegram 
reported that the Anglo Bank would not release 
'Stanley Dollar’s A stock or stock jointly purchased 
by Stanley Dollar, Harold Dollar Estate, and Her- 
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bert Fleishhacker’. Consequently the A stock which 
was offered free and clear by all interests totaled 
63,380 shares as listed in the Laughlin telegram. The 
outline refers to the same stock. (There are some 
typographical errors which make a slight variation 
in the amount, but which were corrected in later 
drafts.) Drafts No. 2 and No. 3 contain provisions 
for the transfer free and clear of these 63,380 
shares. 

‘‘The ‘Laughlin Telegram’ then proceeds to state 
that there is offered subject to existing pledges a 
total of 93,500 shares and goes on to say that there 
is additional Class A stock belonging to Herbert 
Fleishhacker, his wife, and sons in an amount of 
60,569 shares which he is not in a position to offer 
either subject to pledges or free and clear. 

“As set forth in the outline, the amount of stock 
offered subject to pledge was 33,600 shares from 
Stanley Dollar, 11,273 shares from Harold Dollar 
Estate, 11,014 shares owned by Stanley Dollar, Har¬ 
old Dollar, and Herbert Fleishhacker jointly, and a 
blank amount representing shares owned by Her¬ 
bert Fleishhacker and family and associates. 

“Mr. Sheehan’s instructions to Mr. Laughlin fol¬ 
lowing the receipt of the outline w~as for Mr. Laugh¬ 
lin to obtain 63,380 shares of free stock and also to 
obtain whatever pledged stock was available ‘sub¬ 
ject to existing pledges on basis whereby the com¬ 
pany or its nominee will secure options to purchase 
within two years. Option price should be best that 
can be had but not more than $2 per share.’ 

“In Draft No. 1, the amount of stock stated to be 
transferred is 51,533 shares subject to options and 
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33,000 shares not subject to option. (The difference 
between the figure 51,533 shares and 55,887 shares 
arises out of the fact that eventually only 6,660 
shares jointly owned by Stanley Dollar, Harold 
Dollar and Herbert Fleishhacker were offered.) 

4 'The provisions relating to the acquisition of 
stock subject to existing pledges contained in Draft 
No. 1 appear substantially in the same form in 
Drafts No. 2 and No. 3. 

44 3. 4 Chairman’s Telegram’. 4 Three The Robert 
Dollar Company to transfer all physical property 
owned by it which Dollar of Delaware has used or 
had the right to use in connection with the subsi¬ 
dized operations.’ 

4 4 Although the telegram does not state the price 
to be paid, it was understood at the time the tele¬ 
gram was sent that this would have to be worked 
out to the satisfaction of the Commission. 

44 4 Laughlin Telegram’. 4 Dollar of Delaware will 
pay Robert Dollar Company fair value for furni¬ 
ture, fixtures, and automobiles. Original cost repre¬ 
sented about $328,000 and book value about $100,- 
000. This item can be settled for not more than 
$100,000 with not more than one-third payable in 
cash and balance in preferred stock.’ 

44 In the outline the provisions on this subject are 
left blank as to the amounts to be paid in cash and 
in stock. This is also the case with respect to Draft 
No. 1 and Draft No. 2. In Draft No. 3, the amount 
to be paid is stated as $35,000 in cash and $65,000 
in preferred stock of Dollar of Delaware at par. 

44 4. ‘Chairman’s Telegram.’ ‘Four The Robert 
Dollar Company to give Dollar of Delaware option 
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on all leases used in connection with the subsidized 
operations, the option to be for a period of 90 days/ 

“ ‘Laughlin Telegram’ reported that the proposal 
of the Dollar interests that ‘Dollar of Delaware will 
assume Robert Dollar Company leases.’ In this con¬ 
nection, Mr. Laughlin stated ‘information indicates 
these were negotiated on reasonable terms and small 
or no burden to company retaining business but 
absolute liability to Robert Dollar Company if busi¬ 
ness taken over.’ 

“The outline, Draft No. 1, and Draft No. 2 con¬ 
tain provisions to this effect. In Draft No. 3 the 
lease of the Manila office is treated separately so 
that Dollar of Delaware has the right to continue 
using the leased premises for six months, but has no 
obligation so to do. Dollar of Delaware to pay all 
charges presently approved under the lease and re¬ 
lating to the period of subsidized operations and in 
the event it elects to assume lease will assume all 
liability accruing during the 90-day period. 

“5. ‘Chairman's Telegram’. ‘Dollar of Delaware 
to have the option to terminate its lease on space in 
the Robert Dollar Building exercisable within 90 
da vs.' 

m/ 

“ ‘Laughlin Telegram’. ‘Dollar of Delaware will 
assume lease for space in Dollar Building.’ This 
provision appears in the outline and in Draft No. 1 
and in Draft No. 2. In Draft No. 3 there is added a 
provision ‘and such lease shall be duly approved by 
the Commission.’ The obvious intent of this provi¬ 
sion is to obtain at the present time a decision by the 
Commission that this lease is not subject to the pro¬ 
visions of Section 803 of the Merchant Marine Act, 
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1936, as amended. An opinion to that effect by Keith 
R. Ferguson, Counsel for the Dollar interests, was 
transmitted with Draft No. 3. 

“6. ‘Chairman's Telegram'. ‘Six Dollar of Dela¬ 
ware will not call upon other Dollar Companies to 
pay in excess of $10,000 in the aggregate on account 
of fees and expenses of Irving Frank for legal serv¬ 
ices.' 

“ ‘Laughlin Telegram.' Mr. Laughlin reported 
that Mr. Frank has given no commitments on the 
matter but that it should be settled if the deal is 
otherwise acceptable. 

“In the outline it is set forth that the claim of 
Irving Frank against Dollar of Delaware is to be 
adjusted by an agreement to accept and pay a sum 
of a blank amount. A similar provision also appears 
in Draft No. 1, Draft No. 2, and Draft No. 3. In his 
letter of July 16, 1938, enclosing Draft No. 2 Mr. 
Laughlin states that Mr. Frank will not accept less 
than $35,000 and considers all of the services to be 
chargeable to Dollar of Delaware. 

“In ‘General Counsel's Telegram’ the position 
was taken 

‘I am recommending to the Commission that 
the total claim of Irving Frank against Dollar of 
Delaware for legal fees and disbursements shall be 
settled for not more than $15,000 and that the 
Commission be not concerned with claims of Mr. 
Frank against other Dollar interests. If Mr. 
Frank will not limit his claim against Dollar of 
Delaware to $15,000, then I recommend the elimi¬ 
nation of Paragraph 12 from the agreement.’ 
“In Mr. Laughlin's letter of July 23, 1938, it is 
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indicated that this matter has not yet been settled 
with Mr. Frank and Mr. Laughlin requested author¬ 
ity to eliminate any provision dealing with Mr. 
Frank's services in his discretion. 

“7. -Chairman's Telegram.’ ‘Seven Anglo Bank 
agrees to extend Fillmore-Johnson loan one year 
without amortization and thereafter to stand on the 
collateral and to consent to similar extension and 
standby agreements on the part of Dollar Wharf 
and Warehouse Company with respect to its $50,- 
000 loan on the Fillmore-Johnson.’ 

‘‘Provisions to this effect are contained in the out¬ 
line in Draft No. 1, Draft No. 2, and Draft No. 3. 

“8. * Chairman’s Telegram’. ‘Eight Dollar of 
California to similarly extend and standby with re¬ 
spect to its $200,000 Fillmore-Johnson loan.’ 

“Provisions to this effect appear in the outline 
and in Draft No. 1, No. 2, and No. 3. 

“9. ‘Chairman's Telegram’. ‘Nine Anglo Bank 
further to consent to debt cancellation between Dol¬ 
lar of Delaware and Dollar Wharf and Warehouse 
Company and also to change amortization schedule 
bank loan so that payment due June 30, 1943 shall 
be $125,000 instead of present $225,000. 

‘‘Provisions to this effect are contained in the 
outline and in Draft No. 1, No. 2, and No. 3, except 
that the reference to Dollar Wharf and Warehouse 
Company which was erroneous was changed so as to 
read Dollar Terminal Steamship Company. 

“10. ‘Chairman's Telegram’. ‘Ten Such other 
terms and conditions as to you (referring to Mr. 
Laughlin) seem necessary and advisable.’ 

“The various additional terms and conditions that 
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have been inserted in the outline and in the various 
drafts are dealt with in succeeding paragraphs of 
this memorandum. 

“11. 6 Chairman’s Telegram 7 . ‘In consideration of 
all the foregoing and upon understanding that Dol¬ 
lar of Delaware retains right to use Dollar name 
Commission will release Dollar of California and R. 
Stanley Dollar personally from any obligations as 
co-makers or guarantors of present mortgage in¬ 
debtedness to the Commission. 7 

“In the outline there was inserted a provision 
with regard to ‘the name Dollar and the right to 
use the Dollar flag and insignia 7 that the same 
should be relinquished by Dollar of Delaware with¬ 
in a blank number of months. In Draft No. 1, No. 
2 and No. 3 there are provisions to the effect 
that these rights are to be relinquished within six 
months. 

“Both the outline and the three drafts contain 
provisions with regard to the release of R. Stanley 
Dollar and Dollar of California from their guaran¬ 
tees of the ship sales notes. The drafts vary as to 
legal details and there is still some question as to 
whether or not a provision for the surrender of cer¬ 
tain of the notes as to which it is claimed Dollar of 
Delaware is not a party should be allowed to remain 
in the final agreement. 

“12. As a supplement to the ‘Chairman’s Tele¬ 
gram/ the General Counsel telegraphed to Mr. 
Laughlin on June 22, 1938, that there should be se¬ 
cured ‘such receipts and releases as will definitely 
foreclose any successful attack on the settlement 
of intercompany indebtedness to Dollar Steamship 
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indicated that this matter has not yet been settled 
with Mr. Frank and Mr. Laughlin requested author¬ 
ity to eliminate any provision dealing with Mr. 
Frank's services in his discretion. 

“7. ‘Chairman's Telegram/ ‘Seven Anglo Bank 
agrees to extend Fillmore-Johnson loan one year 
without amortization and thereafter to stand on the 
collateral and to consent to similar extension and 
standby agreements on the part of Dollar Wharf 
and Warehouse Company with respect to its $50,- 
000 loan on the Fillmore-Johnson/ 

‘‘Provisions to this effect are contained in the out¬ 
line in Draft No. 1, Draft No. 2, and Draft No. 3. 

“S. ‘Chairman's Telegram’. ‘Eight Dollar of 
California to similarly extend and standby with re¬ 
spect to its $200,000 Fillmore-Johnson loan/ 
‘‘Provisions to this effect appear in the outline 
and in Draft No. 1, No. 2, and No. 3. 

“9. ‘Chairman's Telegram'. ‘Nine Anglo Bank 
further to consent to debt cancellation between Dol¬ 
lar of Delaware and Dollar Wharf and Warehouse 
Company and also to change amortization schedule 
bank loan so that payment due June 30, 1943 shall 
be $125,000 instead of present $225,000. 

‘‘Provisions to this effect are contained in the 
outline and in Draft No. 1, No. 2, and No. 3, except 
that the reference to Dollar Wharf and Warehouse 
Company which was erroneous was changed so as to 
read Dollar Terminal Steamship Company. 

“10. ‘Chairman's Telegram'. ‘Ten Such other 
terms and conditions as to you (referring to Mr. 
Laughlin) seem necessary and advisable.' 

“The various additional terms and conditions that 
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have been inserted in the outline and in the various 
drafts are dealt with in succeeding paragraphs of 
this memorandum. 

“11. ‘Chairman’s Telegram’. ‘In consideration of 
all the foregoing and upon understanding that Dol¬ 
lar of Delaware retains right to use Dollar name 
Commission will release Dollar of California and R. 
Stanley Dollar personally from any obligations as 
co-makers or guarantors of present mortgage in¬ 
debtedness to the Commission.’ 

“In the outline there was inserted a provision 
with regard to ‘the name Dollar and the right to 
use the Dollar flag and insignia’ that the same 
should be relinquished by Dollar of Delaware with¬ 
in a blank number of months. In Draft No. 1, No. 
2 and No. 3 there are provisions to the effect 
that these rights are to be relinquished within six 
months. 

“Both the outline and the three drafts contain 
provisions with regard to the release of R. Stanley 
Dollar and Dollar of California from their guaran¬ 
tees of the ship sales notes. The drafts vary as to 
legal details and there is still some question as to 
whether or not a provision for the surrender of cer¬ 
tain of the notes as to wilich it is claimed Dollar of 
Delawrare is not a party should be allowed to remain 
in the final agreement. 

“12. As a supplement to the ‘Chairman’s Tele¬ 
gram,’ the General Counsel telegraphed to Mr. 
Laughlin on June 22, 1938, that there should be se¬ 
cured ‘such receipts and releases as will definitely 
foreclose any successful attack on the settlement 
of intercompany indebtedness to Dollar Steamship 
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Line/ The General Counsel further requested Mr. 
Laughlin to make arrangements for the carrying 
out of certain debt cancellation between Dollar Ter¬ 
minal Steamship Company and Dollar of Delaware. 

‘‘Appropriate provisions for carrying out these 
two suggestions of the General Counsel are con¬ 
tained in the outline and in the three drafts of the 
agreement. 

“13. The 4 Chairman's Telegram’ contained no 
reference to the granting of a five year operating- 
differential subsidv agreement or to the making of 
the loan of $1,000,000 for repairs. At that time the 
underlying objective of the Commission was to ac¬ 
quire the Dollar of Delaware stock in consideration 
of the release of the obligations of R. Stanley Dol¬ 
lar and Dollar of California under the ship sales 
notes. The Commission would then be, it was 
thought, in position to assure the maintenance of the 
service in whatever way it thereafter deemed best. 

“In the ‘Laughlin Telegram 7 conditions set forth 
as coming from the Dollar interests were that Dollar 
of Delaware was to be granted a five-year operat¬ 
ing-differential subsidy, was to obtain from the 
Commission advances for repairs aggregating $1,- 
500,000, and to obtain from the RFC a loan of not 
less than $2,000,000. 

“Mr. Sheehan's memorandum of July 12, 1938 
quotes the ‘Laughlin Telegram’ in full. This mem¬ 
orandum however does not dwell upon the condi¬ 
tions proposed by the Dollar interests and particu- 
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]arly the condition just mentioned. Of course this 
might have been made clear to the Commission by 
Mr. Sheehan or others orally. In the absence of any 
such oral explanations, I doubt whether the Com¬ 
mission really understood the new situation. How¬ 
ever, according to the minutes of July 12, 1938, the 
motion which was carried was 6 to adopt the plan set 
forth in the above-quoted memorandum from the 
Executive Director. 7 According to the minutes the 
Commission was on notice that the acquisition of 
the stock was contingent upon the granting of the 
subsidy, the making of the advances for repairs, 
and the obtaining of the RFC loan and formally ap¬ 
proved going through with the deal on this basis. 

“The outline and Draft No. 1 and No. 2 imply in 
increasingly definite language that the transfer of 
the stock is contingent upon subsidy and loan ar¬ 
rangements. In Draft No. 3, this is very clearly set 
forth, in fact so clearly that the language is open 
to the implication that the Commission agrees to 
grant the subsidy and the advances for repairs. I 
shall suggest at the appropriate time certain modifi¬ 
cations in the language of the agreement which will 
avoid such implication. The fact remains however 
that even with such modifications the effect of the 
agreement will be that there will be no transfer of 
the stock by the Dollar interests, unless and until 
the subsidy agreement and the loans have been 
worked out. I feel also that the practical burden and 
responsibility of working out the adjustment plan 
has been cast on the Commission. 

“14. The outline contains a provision that the 
management agreement between Dollar of Califor- 
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nia and Robert Dollar Company (the interest of 
Dollar of California in this agreement having been 
assigned to Dollar of Delaware) be terminated. 
Similar provisions appear in the three drafts, it 
being made clear in Draft No. 3 that such cancella¬ 
tion is without any payment being made by Dollar 
of Delaware. 

‘‘15. The outline and the three drafts all contain 
provisions relating to taking over the shipping per¬ 
sonnel of The Robert Dollar Company. 

“16. The outline contains a provision as follows: 
‘Dollar of Delaware will agree to hold Stanley Dol¬ 
lar harmless by reason of any personal guarantees 
he has given in connection with the agreement be¬ 
tween Dollar of Delaware and Matson Navigation 
Company. In Draft No. 2 this provision was ex¬ 
panded to include the indemnification of H. M. Lor- 
ber. Up to this point, these provisions are applicable 
to persons who are only secondarily liable on the 
Matson contract and do not effect primary rights 
and liabilities. Consequently they do not involve 
questions going into the fundamental validity and 
liability of Dollar of Delaware as a principal party 
to said contract. 

“However, in Draft No. 3 the Matson contract 
was handled entirely differently and the provision 
reads as follows: 

‘Dollar of Delaware will hold Robert Dollar 
Co., Dollar of California, Admiral Oriental, and 
their respective officers and directors, harmless 
from all liability that has or may hereafter accrue 
under that certain contract dated April 23, 1930, 
by and between Robert Dollar Co., Dollar of Cali¬ 
fornia, Admiral Oriental, and Dollar of Delaware, 
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as parties of the first part and collectively re¬ 
ferred to in said agreement as the Dollar com¬ 
panies, and Matson Navigation Company, Matson 
Navigation Corporation Ltd., and Oceanic Steam¬ 
ship Company, as parties of the second part and 
collectively referred to in said agreement as the 
Matson companies, by reason of any actions on 
the part of Dollar of Delaware which have cre¬ 
ated or may hereafter create any liability to said 
Matson companies for which said Dollar com¬ 
panies, or their respective officers or directors, 

mav be held accountable.’ 

* 

“This was an extremely broad assumption of lia¬ 
bility on the part of Dollar of Delaware. I am pres¬ 
ently investigating the subject of the Matson con¬ 
tract as it affects this agreement and will be pre¬ 
pared to recommend shortly to the Commission 
whether or not this provision should be eliminated 
from the adjustment plan or how it should be modi¬ 
fied. 

“17. In Draft No. 1 and succeeding drafts, there 
appears a provision whereby Dollar of Delaware 
holds R. Stanley Dollar harmless with respect to a 
guarantee which he personally gave to London 
Steamship Owners, and Mutual Insurance Associa¬ 
tion, Ltd. This was with reference to protection and 
indemnity, club dues, and calls. My recollection is 
that the Dollar Line vessels and the American Mail 
Line vessels may be entered in the club as a single 
fleet and I am consequently making the necessary 
investigations so as to be sure that Dollar of Dela¬ 
ware would not become in effect the guarantor of 
any liability of the American Mail Line for club 
dues or club calls. 

“18. Both the outline and the three drafts con- 
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tain a provision for mutual releases between Dollar 
of Delaware on the one hand and Stanley Dollar 
and H. M. Lorber on the other hand. My memoran¬ 
dum of July 20, 1938, brought this matter to the 
attention of the Commission. 

“From the study which I have made of the suc¬ 
cessive stages of the negotiations as evidenced by 
the documents, I think that the most important 
things to bring to the attention of the Commission 
are the following: 

“A. From the point of view of voting control, 
the Commission still is to acquire all of the Class B 
stock. This alone gives sufficient control for the 
election of Directors. As to the Class A stock, the 
‘Chairman's Telegram ? required acquisition of not 
less than 201,000 shares out of a total outstanding 
issue of 252,000 shares of Class A stock. Speaking 
onlv in this connection as to the number of shares 
to be acquired, this has been whittled down so that 
in Draft No. 3 it is contemplated that the Commis¬ 
sion acquire voting rights to 158,000 shares of Class 
A stock. Under the original plan of merely acquir¬ 
ing the stock in consideration of the release of 
certain guarantees, this whittling down would have 
been serious because we would not be getting the 
two-thirds control of the Class A stock which it 
might be advisable to have to take certain action 
with respect to the charter or to handling proceed¬ 
ings in 77-B. However, in view of the tie-in of the 
acquisition of stock to the subsidy and loan arrange¬ 
ments this question no longer has the same import- 
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ance. We will still have ample stock control to effect 
changes in management, elect directors, etc. 

“B. There has been a whittling down of the stock 
to be transferred not only with respect to voting 
rights but with respect to ownership rights between 
the time of the ‘Chairman’s Telegram’ and Draft 
No. 3. 

“According to the ‘Chairman’s Telegram’ the 
Commission was to acquire all of the Class B stock 
and 201,000 shares of Class A stock free and clear 
of liens. This would have given the Commission 92.4 
per cent of the equity of common stockholders. Of 
the remaining 51,000 shares, 48,000 were classified 
as in the names of twenty-six other stockholders. 
This meant the practically complete elimination of 
the Dollar, Fleishhacker, and Lorber interests as 
common stockholders. 

“Under the terms and conditions of the ‘Laugh!in 
Telegram’ the Commission would have through the 
Class B stock and the 03,380 shares of unpledged 
Class A stock approximately 72 per cent of the total 
common stock equity. It would also have subject to 
prior payment of the loans for which the stock had 
been pledged a further equity interest in approxi¬ 
mately 14 per cent of the total common stock equity. 
Herbert Fleishhacker and his family would have an 
estimated equity in about 9 per cent of the total 
common stock equity. (Although some of this stock 
may be free from pledge, Mr. Herbert Fleishhack¬ 
er’s financial condition would make it probable that 
whatever did not go to the banks against secured 
loans would go to the general creditors of Herbert 
Fleishhacker). About 5 per cent of the stock would 
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be in the hands of other stockholders. Under the 
set-up contained in Draft No. 3, the pledged stock, 
the equity of which was in the Commission, has been 
reduced from 14 per cent to about 12% per cent of 
the total common stock equity. But as to about 7% 
per cent of the total common stock equity included 
in this 12% per cent the position of the Commission 
may have been somewhat improved because of the 
options which limit the amount which prior pledgees 
can obtain from this stock to $2 per share. 

“Generally speaking, therefore, we are doing 
more in the way of bailing out common stockholders 
than was contemplated by the ‘Chairman’s Tele¬ 
gram.' 

“C. Of course, the most fundamental difference 
between the program outlined in the ‘Chairman’s 
Telegram' and the program outlined in Draft No. 
3 is the tying in of the whole deal into the subsidy 
and the Commission and RFC loans. This has been 
explained in some detail in Paragraph 13 of this 
memorandum. It presents a question of policy for 
the Commission to decide. I wish, however, to point 
out one possible difference in practical effect upon 
the two programs. If we had acquired practically 
all of the common stock and thereby would have a 
comparatively free hand in the conducting of the 
company’s operations, it was contemplated, I be¬ 
lieve, that we could proceed to take care of the ad¬ 
vances for repairs without necessarily awaiting for 
the termination of proceedings looking toward the 
granting of the subsidy or the obtaining of the RFC 
loan. Under the changed program, I believe the 
Commission might well have more reluctance in 
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making these advances for repairs unless and until 
it was satisfied that the subsidy could be granted, 
which in turn is contingent (since the question of 
financial responsibility is involved) upon Dollar 
obtaining the RFC loan, or a firm commitment 
therefor. This is a complication arising under the 
new plan which I believe deserves the Commission’s 
careful consideration. 

/s/ BON GEASLIN 

General Counsel.” 

The “Chairman’s Telegram” referred to in the 
foregoing memorandum is spread in the minutes of 
June 21, 1938 (special meeting), and the “Laughlin 
Telegram” referred to in said memorandum is em¬ 
bodied in the memorandum from the Executive Di¬ 
rector of the Commission, which is spread in the 
minutes of July 12, 1938 (special meeting). 

Draft No. 3 of the Agreement respecting adjust¬ 
ment plan of the Dollar Steamship Lines Inc., Ltd., 
referred to in the foregoing memorandum, is as 
follows: 

* * * * * 

Mr. Goertner entered the meeting at 3:30 P.M. 

The General Counsel stated that he had given 
thorough consideration to the above-quoted Draft 
No. 3, and that in his opinion, it did not comply in 
certain respects with the position adopted by the 
Commission in its previous actions. He suggested 
therefore, that certain exceptions to Draft No. 3 
should be transmitted to Mr. Laughlin for consid¬ 
eration of the parties to the agreement. 

The Commission thereupon agreed that it would 
be advisable for the General Counsel to send the 
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following teletype message to Mr. Laughlin in San 
Francisco: July 28, 1938 

“Laughlin 
San Francisco Office 

‘‘Draft Number Three informally discussed with 
some Commissioners today stop I suggest following 
exceptions stop Remainder will be considered at 
Commission meeting tomorrow and I will commu¬ 
nicate with you stop Respond early as possible on 
these exceptions 

By the unanimous “yea” vote of the members of 
the Commission present, the meeting adjourned at 
4:10 P.M. 

A true record. 

/s/ W. C. PEET, Jr. 

Secretary. 

* * * * * 

Mr. Siegel: 

If the Court please, there has been received in 
evidence as Plaintiffs’ Exhibit 137 the resolution 
adopted by the Maritime Commission on August 2, 
1938, shortly after the submission of the opinion 
that I have referred to. I should like to read a few 
paragraphs from that resolution, appearing on the 
second page of this exhibit: 

“Whereas, an ‘Agreement Respecting Ad- [1482] 
justment Plan of Dollar Steamship Lines, Inc., 
Ltd./ a copy of which is hereto attached, has been 
presented and explained in detail before the Com¬ 
mission by Reginald S. Laughlin, Special Counsel 
to the Commission, and, 

“Whereas, the Commission has considered the 
same and considered also the advice and recommen¬ 
dation of the heads and members of the [1483] 
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Legal Division, the Division of Finance, and the 
Division of Operations and Traffic, and, 

“Whereas, the Commission has determined that 
said Agreement offers the most fair and feasible 
means of continuing essential American-flag passen¬ 
ger and cargo service to the Orient, and that it is 
to the best interests of the United States and the 
American Merchant Marine to enter into said Agree¬ 
ment, 

“Now Therefore, Be it Resolved that the United 
States Maritime Commission does hereby approve 
said ‘Agreement Respecting Adjustment Plan of 
Dollar Steamship Line, Inc., Ltd., 7 in all respects. 77 

Mr. Siegel (continuing): If the Court [1483] 
please, the plaintiffs have heretofore offered in evi¬ 
dence— 

The Court: Mr. Siegel, may I ask you this ques¬ 
tion, which is prompted by what you just read?— 

Why was it necessary for the Maritime Commis¬ 
sion to take absolute transfer of the stock, rather 
than have the stock placed as mere collateral, if 
the purpose was merely to keep the American flag on 
the sea routes where it would disappear in case the 
line went into bankruptcy, or under 77-B ? 

Mr. Siegel: If your Honor, please, with respect 
to that matter, the Commission found it was not 
only the most feasible but also the most fair [1484] 
thing, and in that respect the Commission took the 
position which is summarized in the paragraphs I 
have heretofore read and which appear at the bot¬ 
tom of page 60 and the top of page 61 of the sec¬ 
ond Blue Book, to the effect that the Dollar inter¬ 
ests, being unwilling to share the risks, to contribute 
any of their own money, the Commission was un- 
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willing to put up public money to create an equity 
for those unwilling to risk their own money in the 
enterprise. That, as we will seek to show, is a settled 
principle in a private reorganization where any 
money is required. 

The Court: All right. 

***** 

Mr. Siegel: Now, if your Honor please, as I 
have been saying, the plaintiffs have heretofore 
offered in evidence as Plaintiffs’ Exhibit 149 part of 
the minutes of the Maritime Commission of Septem¬ 
ber 27, 1938. That is Document 2-F-7S. I believe, 
however, they submitted the entire document— 

Isn't that correct, Mr. Harrison?—physically? 

Mr. Harrison: I will check. 

Mr. Siegel: That is right. I wish to offer in 
evidence, if your Honor please, the remainder of 
Document 2-F-78, as the defendants' exhibit next 
in order. 

***** 

Mr. Harrison: As to that portion of the [1486] 
document, page 5339, and which contains certain as¬ 
sertions by the Commission concerning the effect of 
this transaction, we will object on the ground it was 
never brought to the attention of the plaintiffs or 
their predecessors. 

***** 

Mr. Siegel; May I say one word as to our [1492] 
position on this, if your Honor please? Mr. Har¬ 
rison has suggested it would be appropriate for the 
plaintiffs to offer evidence as to the state of mind of 
the transferors, but not the transferees. There are 
two parties to this contract of August 15, and con¬ 
tracts amendatory thereof; and, if the state of mind 
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is appropriate in the one case, it is clearly appro¬ 
priate in the other. He has injected the issue of 
state of mind. [1493] 

The Court: Mr. Siegel, please. We have been 
here since the 21st of April, and it has been 
trying, because in a sense the case is devoid of some 
of the aspects of the ordinary trial. We have been 
putting in a lot of documentary evidence. I think 
I know what your purpose is. In other words, you 
are trying to show by this proffer, as well as has 
been the purpose of other testimony, that the Com¬ 
mission from the very beginning of this plan was, 
when it was being arranged and until it was finally 
consummated, of the opinion and still is of the 
opinion that the plan itself called for the absolute 
transfer of title. And that was its position then, 
and that is its position now. And if a state of mind 
is relevant, here is evidence of it as of the blank day 
of blank. 

Conversely, Mr. Harrison, you have introduced 
evidence to show that never for a moment did Mr. 
Dollar, Dollar of California, Dollar of Delaware, or 
any of the Dollar interests ever for a moment con¬ 
clude, or think, that the turning over of the stock 
was anything but a pledge. 

Admitted. 

The Deputy Clerk: Defendants 7 Exhibit No. 71. 

(The portion of Maritime Commission min¬ 
utes September 27, 1938, offered on behalf of 
defendants, heretofore identified as Document 
No. 2-F-78, was accordingly marked and re¬ 
ceived in evidence as Defendants 7 Exhibit No. 
71.) 
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[Defendants' Exhibit No. 71 reads in part 
as follows:] 

Dollar Steamship Lines, Ltd.—Election of mem¬ 
bers to the Board of Directors. 

Chairman Land stated that it had been suggested 
that the Board of Directors be composed of the fol¬ 
lowing persons, upon consummation of the reorgani¬ 
zation of the Company in accordance with the Agree¬ 
ment respecting Adjustment Plan of the Dollar 
Steamship Lines Inc., Ltd.— 

William G. McAdoo, Chairman 

Joseph R. Sheehan 

Paul E. Hoover 

Arthur B. Poole 

S. Hugh Jackson 

Grant Wren 

with the understanding that Mr. Sheehan serve as 
President of the Company, and the Executive Com¬ 
mittee be composed of Messrs. McAdoo, Poole, Shee¬ 
han, and Jackson. Commissioner Moran stated that 
he had always held the opinion that an expert steam¬ 
ship operator should be selected as President of the 
Dollar Line. Commissioner Wiley expressed a simi¬ 
lar point of view and added that he was opposed to 
an appointment of a present employee of the Com¬ 
mission as President of the Company. He stated fur¬ 
ther that he was opposed to the inclusion of Mr. 
Poole on the Board of Directors of the Company. 

After further discussion, the Commission, by the 
“yea” vote of Chairman Land and Commissioners 
Truitt and Woodward, Commissions Moran and 
Wiley not voting, adopted the following resolution: 
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“Whereas, upon the consummation of the reor¬ 
ganization of Dollar Steamship Lines, Inc., Ltd. 
(hereinafter called ‘Dollar of Delaware 7 ), in ac¬ 
cordance with ‘Agreement Respecting Adjustment 
Plan of Dollar Steamship Lines, Inc., Ltd.’, dated 
August 15, 1938, as amended by an instrument in 
writing dated August 19, 1938, the Commission will 
become the owner of 63,893 shares of Class ‘A’ stock 
and 2,100,000 shares of Class ‘B 7 stock of Dollar of 
Delaware and will also become the owner of an ad¬ 
ditional 51,533 shares of Class ‘A’ stock of Dollar 
of Delaware, subject, however, to a prior pledge for 
indebtedness of Dollar of Delaware to The Anglo 
California National Bank of San Francisco, pro¬ 
vided, however, that for a period of five years from 
the date of the consummation of said reorganiza¬ 
tion the Commission will have all voting rights on 
such pledged stock, all as more particularly pro¬ 
vided in said ‘Agreement Respecting Adjustment 
Plan of Dollar Steamship Lines, Inc., Ltd. 7 , as 
amended; and 

“Whereas, it is expected that said reorganization 
of Dollar of Delaware will be consummated within 
a short time; and 

“Whereas, it is contemplated that the number of 
directors of Dollar of Delaware, pursuant to appro¬ 
priate corporate action, will be increased from the 
present number of six to not less than seven with 
provision that the maximum number of directors 
authorized may be not in excess of fifteen; and 

“Whereas, the Commission desires that the Board 
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of Directors of Dollar of Delaware shall include the 
following named persons: 

William G. McAdoo, Chairman 

Joseph R. Sheehan 

Arthur B. Poole 

S. Hugh Jackson 

Paul E. Hoover 

Grant Wren; 

and 

“Whereas, the Commission desires that Joseph 
R. Sheehan shall be elected President of Dollar of 
Delaware; 

“Now, Therefore, Be It Resolved, that the Chair¬ 
man or Vice Chairman of the Commission be and 
herebv is authorized to do all acts and things which 
he believes necessary or desirable to effect the elec¬ 
tion of the aforesaid persons directors and the afore¬ 
said person President of Dollar of Delaware as soon 
as possible, including but not limited to giving au¬ 
thority to Reginald S. Laughlin, Special Counsel, 
or other person or persons designated by the Chair¬ 
man or Vice Chairman of the Commission to act on 
behalf of the Commission to effect the election of 
said directors by voting an appropriate proxy from 
the Chairman or Vice Chairman of the Commission 
on behalf of the Commission for such purpose or by 
doing such other acts and things as the Chairman or 
Vice Chairman may from time to time direct. ” 


* * * * * 

Mr. Siegel: Before calling our first wit- [1501] 
ness, if your Honor please, I just want to offer a lit¬ 
tle documentary evidence to close our proof showing 




vs. Emory S. Land, et aJ 1715 

that the benefits contracted for were in fact received 
by the plaintiffs. 

* * * * * 

Mr. Siegel: I wish to read into the record from 
page 26-a of the stipulation, line 13: 

“Document XII-B of said Exhibit P is a [1502] 
composite of resolutions adopted by the Reconstruc¬ 
tion Finance Corporation as modified by acts of vari¬ 
ous agents thereof acting within their authority, on 
dates explained in the marginal notations to said 
Exhibit XII-B.” 

And then, if Your Honor please, the preceding 
paragraph : 

“The advances for which the notes (Documents 
XI-C and XI-D) were delivered in payment were on 
October 26, 1938 made available for disbursement to 
Dollar of Delaware and were thereafter disbursed, 
all according to the agreements.” 

And as completing our proof, if Your Honor 
please, on the interest of the plaintiffs in the con¬ 
summation of this transaction, from page 111 of the 
stipulation, and 112, paragraphs 2 through 6. If 
Your Honor please, may I just ask that the reporter 
be instructed merely to copy them into the tran¬ 
script ; it is not necessary to read them. They merely 
state the amounts of shares that were issued to the 
parties and how long they held them. 

The Court: Very well. 

(The paragraphs referred to follow:) 

“2. The number of shares of the preferred stock 
of Dollar of Delaware acquired by the Robert Dollar 
Company at the time stated in paragraph 1 above 
was 2040, and it continued to own said shares [1503] 
until June 23, 1939 on which date said shares were 
transferred to Admiral Oriental Line. 
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“3. The number of shares of the preferred stock 
of Dollar of Delaware acquired by Dollar of Cali¬ 
fornia at the time stated in paragraph 1 above was 
5941, and it continued to own said shares until No¬ 
vember 1942, at which time said shares were distrib¬ 
uted to the stockholders of Dollar of California. 

‘‘4. The number of shares of preferred stock of 
Dollar of Delaware acquired by Admiral Oriental 
Line at the time stated in paragraph 1 above was 
6058, and it continued to own said shares until June 
30, 1944, on which date all rights, title and interest 
to said shares passed to Dollar Investment Com¬ 
pany. 

“5. The number of shares of preferred stock of 
Dollar of Delaware acquired by Pacific Lighterage 
Corporation at the time stated in paragraph 1 above 
was 915, and it has remained the owner thereof at 
all times thereafter. 

“6. The number of shares of the preferred stock 
of Dollar of Delaware acquired by Olympic Refining 
Company at the time stated in paragraph 1 above 
was 884, and it has remained owner thereof at all 
times thereafter.” [1504] 

From page 32 of the stipulation, if Your Honor 
please, line 7, “document 2-P-40 is a true copy of a 
letter dated April 23, 1938, from Dollar of Delaware 
to the Anglo-Califomia National Bank of San Fran¬ 
cisco. This letter was not mailed but was delivered 
on April 25, 1938,” which is offered as a foundation 
for our next offer of proof. 

TVe offer in evidence as Defendants’ exhibit next 
in order document 2-P-40. 

The Deputy Clerk: Defendants’ Exhibit No. 72, 
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(Document 2-P-40, a copy of a letter headed 
“Dollar Steamship Lines/ 7 dated April 23,1938, 
to the Anglo-Califomia National Bank of San 
Francisco, was accordingly marked for identifi¬ 
cation Defendants 7 Exhibit No. 72 and received 
in evidence.) 


[Defendants 7 Exhibit 72 reads as follows:] 
Dollar Steamship Lines 

April 23, 1938 

The Anglo California National Bank 
of San Francisco, 

1 Sansome Street, 

San Francisco, California. 

Gentlemen: 

As of date of October 28,1937, you favored us with 
your offer relative to the adjustment of our indebted¬ 
ness to you in the amount of $2,800,021.56 principal 
and $140,473.00 interest. 

It is our pleasure to confirm to you that subse¬ 
quently the United States Maritime Commission en¬ 
tered into an agreement with our company for an 
Operating-Differential Subsidy pursuant to Title VI 
of the Merchant Marine Act of 1936, and our com¬ 
pany completed appropriate proceedings to authorize 
the issuance and delivery of new 5% non-cumulative, 
non-assessable preferred stock of the par value of 
$100.00 per share, callable at 103, each share carrying 
one vote, and the California Corporation Commission 
has issued a permit therefor. 

We are delivering to you herewith promissory 
notes, preferred stock and cash hereinafter listed, 
subject to the condition and understanding that such 
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delivery is made under and subject to the same terms, 
conditions and agreements as those set forth in said 
offer of October 28, 1937, and acceptance of such 
promissory notes, preferred stock and cash shall be 
deemed to be and shall operate and constitute an 
adoption and acceptance, as of this date, of said 
terms, conditions and agreements. The promissory 
notes, preferred stock and cash referred to and here¬ 
with so delivered are as follows: 

(a) Promissory notes of this company in your 
favor in the total amount of $1,800,000.00, bearing 
date of October 28,1937, interest at the rate of 314 % 
per annum from October 28,1937, payable quarterly, 
with the following maturities: 

$125,000, June 30, 1939 
125,000, June 30, 1940 
125,000, June 30, 1941 
125,000, June 30, 1942 
225,000, June 30, 1943 
225,000, June 30, 1944 
225,000, June 30, 1945 
225,000, June 30, 1946 
225,000, June 30, 1947 
175,000, June 30, 1948 

(b) Certificate No. P-for 11,404 

shares of 5 % non-cumulative, non-assessable pre¬ 
ferred stock with a par value of $100.00 per share, 
callable at 103, each share carrying one vote. 

(c) Check in the sum of $94.56. 

In accordance with the terms, conditions and agree¬ 
ments in said offer of October 28, 1937, which are 
adopted and accepted as of this date, the above listed 
preferred stock and cash is delivered in full satisfac- 
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tion, payment and discharge of the amount of said 
indebtedness which is in excess of $1,800,000.00, 
namely $1,140,494.56, and the above listed promissory 
notes evidence the $1,800,000.00 of said indebtedness. 
Please, therefore, deliver to the bearer hereof our 
note dated November 2, 1936, for the principal 
amount of $2,800,326.33, duly endorsed “Paid”. So 
that our records will be complete, please sign and 
return the receipt appearing at the foot of this letter 
on the duplicate original thereof. 

Very truly yours, 

DOLLAR STEAMSHIP LINES, 
INC., LTD. 

By. 

Receipt is hereby acknowledged from Dollar 
Steamship Lines Inc., Ltd., of the promissory notes, 
preferred stock and cash listed and set forth in the 
foregoing, and the same are hereby accepted under 
and subject to the terms and conditions therein set 
forth. 

Dated: April., 1938. 

THE ANGLO CALIFORNIA 
NATIONAL BANK OF 
SAN FRANCISCO, 

By. 


Mr. Siegel: If Your Honor please, from page 109 
of the stipulation, paragraph 22 thereof: 

“Mr. Mortimer Fleishhacker during 1937 and 
until October 26, 1938 was Chairman of the Board 
of Directors of the Anglo Bank, and from October 
27, 1938 until March 31, 1939 was president of the 
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Anglo Bank.’ 7 

-»•»*** 

Then, if Your Honor please, I wish to call [1505] 

Your Honor's attention merely to paragraph 16 of the 

Adjustment Plan, at page 114, which concerns the 

indemnification by Dollar of Delaware of R. Stanley 

Dollar, by reason of any personal guarantee he gave 

to the London Steamship Owners Mutual Insurance 

Association, in agreement of February 20,1934, with 

respect to assessments by that association against 

Dollar of Delaware for insurance. 

* * * * * 

Mr. Siegel: In that connection, if Your Honor 
please, I will offer in evidence paragraph 5 of Article 
XIV, appearing on page 100, lines 5 to 17, as follows: 

“5. On February 20, 1934, R. Stanley Dollar en¬ 
tered into an agreement with the London Steamship 
Owners Mutual Insurance Association, Ltd., of 
which Document 14-2 is a true copy. As of October 
26, 1938, Dollar of Delaware was obligated to said 
insurance association in the amount of approxi¬ 
mately $170,000 for entry fees, calls, and other assess¬ 
ments by reason of the entry of the vessels of Dollar 
of Delaware for protection and indemnity in- [1506] 
surance in said association. On April 5, 1939, on the 
request of American President Lines, Ltd., the said 
company and London Steamship Owners Mutual In¬ 
surance Association, Ltd. entered into an agreement 
of which Document 14-3 is a true copy. 77 

I now offer in evidence as Defendants 7 exhibit next 
in order document 14-2 which is the cont ract of Feb¬ 
ruary, 1934. 

Mr. Harrison: May I ask what the relevancy is? 
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Mr. Siegel: It is part of the defendants’ conten¬ 
tion that one of the benefits and contract considera¬ 
tions bargained for by Mr. Dollar was the indemnifi¬ 
cation against loss under this guarantee, and the un¬ 
dertaking by Dollar of Delaware to use its best efforts 
to have R. Stanley Dollar released from the guaran¬ 
tees which he had given in February 20, 1934. And 
we will show that they did so in fact, and that he 
received that benefit. 

The Deputy Clerk: Defendants’ Exhibit No. 73. 

(Document 14-2, headed “Guarantee,” dated 
February 20, 1934, was accordingly marked for 
identification as Defendants’ Exhibit 73, and 
received in evidence.) 

[Defendants’ Exhibit 73 reads in part as fol¬ 
lows:] 

This Guarantee made the 20th day of Feburary, 
1934, by R. Stanley Dollar, as guarantor, to London 
Steamship Owners’ Mutual Insurance Association, 
Ltd., a corporation duly organized and existing under 
the Laws of the United Kingdom of Great Britain 
and Ireland. 

Witnesseth: 

Whereas Dollar Steamship Lines Inc., Ltd., a cor¬ 
poration duly organized and existing under the laws 
of the State of Delaware, is the owner, and the 
United States of America is the Mortgagee of the 
American vessels 

President Adams 
President Cleveland 
President Garfield 
President Harrison 
President Hayes 
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President Johnson 
President Lincoln 
President Monroe 
President Pierce 
President Polk 
President Taft 
President Van Buren 
President Wilson 
President Hoover 
President Coolidge 
President Fillmore; and 

Whereas said Dollar Steamship Lines Inc., Ltd., 
for the protection of said mortgagee as well as itself 
has entered said vessels for protection and indemnity 
insurance in said London Steamship Owners’ Mutual 
Insurance Association, Ltd., and contemplates the 
continuance of such entries; and 

Whereas said Dollar Steamship Lines Inc., Ltd., 
has and will become liable to pay to said insurance 
association all entry fees, calls and other assessments 
now levied or charged and which may hereafter be 
levied or charged, for the insurance which it has 
received and will receive by the entries and continued 
entries of said vessels and each of them m said insur¬ 
ance association; and 

Whereas said Dollar Steamship Lines, Inc., Ltd., 
and the undersigned have requested said insurance 
association to give an undertaking to the United 
States of America and/or the United States Ship¬ 
ping Board and/or the United States Shipping 
Board Merchant Fleet Corporation not to terminate 
retroactively said insurance accorded to said steam¬ 
ship owner and mortgagee of said vessels by said in- 
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suranee association so as to relieve said insurance 
association of liability in respect of risks, events or 
occurrences happening prior to the actual time of any 
cancellation of such insurance; and 

Whereas said insurance association is willing to 
give such an undertaking in consideration of the 
undersigned guaranteeing the payment of said entry 
fees, calls and other assessments. 

Now, Therefore, in consideration of the premises 
the undersigned, E. Stanley Dollar, guarantees to 
said London Steamship Owners’ Mutual Insurance 
Association, Ltd., the payment of all entry fees, calls 
and other assessments as they may from time to time 
become due by reason of the entries of the said vessels 
or any of them for protection and indemnity insur¬ 
ance in said London Steamship Owners’ Mutual In¬ 
surance Association Ltd., 

***** 

In Witness Whereof I have set my hand and seal 
as of the date first above written. 

/s/ R. STANLEY DOLLAR. 

Mr. Siegel: We now offer in evidence, as Defend¬ 
ants’ Exhibit next in order, document 14-3. 

The Deputy Clerk: Defendants’ Exhibit No. 74. 

(Document 14-3, an agreement dated [1507] 
April 5, 1939, accordingly was marked for iden¬ 
tification as Defendants’ Exhibit 74, and re¬ 
ceived in evidence.) 


[Defendants’ Exhibit 74 reads in part as fol¬ 
lows :] 
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Agreement 

This Agreement dated the 5th day of April, 1939, 
is made between the American President Lines, Ltd., 
a corporation organized and existing under the laws 
of the State of Delaware, U.S.A. (hereinafter called 
“the Owners,”)? of the one part, and The London 
Steamship Owners Mutual Insurance Association 
Limited of Walsingham House, 35 Seething Lane, in 
the City of London, England (hereinafter referred 
to as “the Association”), of the other part. 

Whereas, R. Stanley Dollar gave to the Associa¬ 
tion a Guarantee dated the 20th day of February 
1934, a copy of which is attached hereto, and 

Whereas, the corporate name of American Presi¬ 
dent Lines, Ltd., herein called “the Owners”, for¬ 
merly was “Dollar Steamship Lines Inc., Ltd.” and 
is the identical corporation referred to in said Guar¬ 
antee as “Dollar Steamship Lines Inc., ltd.”, 

And Whereas, the Owners have requested the As¬ 
sociation to cancel the said Guarantee and accept a 
deposit in lieu thereof, 

Now It Is Agreed between the Owners and the 
Association as follows: 

1 . The Owners hereby confirm their liability to the 
Association for the payment of all unpaid calls and 
other assessments which are due or may hereafter 
become due by reason of the entry of the vessels 
named in clause 4 below in each of the years 1936, 
1937 and 1938, and the Owners agree to pay the 
Association all such unpaid calls and other assess¬ 
ments. 

2. The Owners will forthwith deposit in Barclays 
Bank Limited 54, Lombard Street, in the City of 
London, England (or such other depositary as may 
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be mutually agreed upon) the sum of £ 12,000 in the 
joint names of the Owners and the Association as 
security for the payment and discharge by the 

Owners of the said liability. 

* * * * * 


In Witness Whereof, the.parties have caused this 
agreement to be executed the day and year first above 
written. 


AMERICAN PRESIDENT 
LINES, LTD. 

/s/ JOSEPH R. SHEEHAN 
President 

Attest: 


/s/ D. T. Buckley 
Secretary 

THE LONDON STEAMSHIP 
OWNERS MUTUAL 
INSURANCE ASSOCIATION 
LIMITED 

A. BILBROUGH & CO., LTD. 
/s/ (Illegible) 

Director 


Attest: 


Secretary 


Mr. Siegel: Now, if the Court please, turning to 
the stipulation, page 35, line 31, document 2-P-73 is 
a true copy of a letter from R. Stanley Dollar to John 
P. Forbes, dated April 6, 1939. 

If the Court please, will counsel stipulate that 
April 6 was an inadvertent error, that the date of 
the document itself is April 22,1939? 

Mr. Harrison: What is the question? 
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Mr. Siegel: Will you stipulate that the date of 
the document is April 22, 1939, rather than April 6, 
as stated in the stipulation ? It says so on its face, on 
the original that you have. 

Mr. Harrison: Yes. 

Mr. Siegel: I now offer in evidence as Defend¬ 
ants’ Exhibit next in order document 2-P-73. 

The Deputy Clerk: Defendants ’ Exhibit No. 75. 

(Document 2-P-73, a letter headed, “R. Stan¬ 
ley Dollar,” dated April 22,1939, to Mr. John F. 
Forbes, accordingly was marked for identifica¬ 
tion as Defendants’ Exhibit No. 75.) 

Mr. Siegel: In this letter, if Your Honor please, 
Mr. Dollar states to Mr. Forbes concerning the con¬ 
tingent liability under the agreement of 1934, that it 
is no longer necessary to consider this item [1508] 
as a contingent liability in view of the contract which 
we have put in evidence, which is document 14-3. 

(The letter heretofore marked for identifica¬ 
tion as Defendants’ Exhibit 75 was received in 
evidence.) 

[Defendants’ Exhibit 75 reads as follows:] 

R. Stanley Dollar 
San Francisco 

April Tvrenty-Second, 1939 

Mr. John F. Forbes 
John F. Forbes & Company 
Crocker Building 
San Francisco, California. 

Dear John: 

I believe you have set up in my account as a con- 
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tingent liability the personal guarantee I gave 
Messrs. Bilbrough & Co., of London, in connection 
with P. & I. insurance on the fleet. 

Herewith copy of cable received from Bilbrough 
April 5th, also of letter from them April 6th, con¬ 
firming that my guarantee in respect of Dollar 
Steamship Lines Inc., Ltd., has now been released. 

I thought it might be of interest to you to know 
that it is now no longer necessary to consider this 
item as a contingent liability. 

With kindest regards, 

Very truly yours, 

/s/ R. STANLEY DOLLAR 

Enclosures 

cc Mr. Gregory Harrison 


Mr. Siegel: Then, if Your Honor please, I will 
call Your Honor’s attention to paragraph 15 of the 
Adjustment plan, appearing on the bottom of page 
113, which I will not read, but which merely refers 
to the contract between the so-called Dollar group 
and the Matson group, of April 23, 1930, an under¬ 
taking by Dollar of Delaware to hold various parties, 
including Dollar of California harmless thereunder. 

I would like to ask that the reporter be instructed 
to copy in, if Your Honor please, paragraphs 1 to 3 
of Article XIV of the stipulation, appearing on page 
99, which deals with the paragraph 15 of the adjust¬ 
ment plan to which I have just referred. 

(The paragraphs referred to follow:) 

“On April 23,1930 Dollar of Delaware, The Rob¬ 
ert Dollar Company, Dollar of California, and the 
Admiral Oriental Line entered into a contract with 
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Matson Navigation Company and others, of which 
Document 14-1 is a true copy. 

“2. As of August 17, 1938 the amount due and 
unpaid to the Matson Navigation Company and 
others under said contract was $244,838.42, [1509] 
which liability did not decrease during the period 
ending October 26, 1938. 

“3. The liability of $244,838.42 under the said con¬ 
tract of April 23, 1930 (Document 14-1) arose by 
reason of operations of Dollar of Delaware.” 

Mr. Siegel: On that basis, if Your Honor please, I 
will next offer in evidence, as Defendants’ exhibit 
next in order, document 14-1, which is the contract 
referred to in paragraph 1 of Article XIV of the 
stipulation. 

Deputy Clerk: Defendants’ Exhibit No. 76. 

(The contract, Document 14-1, dated April 
23, 1930, accordingly was marked Exhibit 76 
and received in evidence.) 


[Defendants’ Exhibit 76 reads in part as fol¬ 
lows :] 

This Agreement made this 23rd day of April, 1930, 
by and between The Robert Dollar Co., a California 
corporation, Dollar Steamship Line, a California cor¬ 
poration, Admiral Oriental Line, a Washington cor¬ 
poration, Dollar Steamship Lines Inc. Ltd., a Dela¬ 
ware corporation, Parties of the First Part, (herein¬ 
after for convenience collectively called the Dollar 
Companies), and Matson Navigation Company, a 
California corporation, Matson Navigation Corpora¬ 
tion Ltd., a California corporation, and Oceanic 
Steamship Company, a California corporation. 
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Parties of the Second Part (hereinafter for conven¬ 
ience collectively called the Matson Companies); 

Witnesseth: 

Whereas, the Dollar Companies have heretofore 
for nearly thirty years been engaged in serving and 
developing commerce between the Pacific Coast and 
Asia, including the Philippine Islands and Guam, 
and since 1924 have pioneered in a Round-the-World 
steamship service on regular schedules, and since 
1925 have given the only combined freight and pas¬ 
senger service with regular schedules under the 
American flag, between the Pacific Coast and the 
Philippine Islands; but have never engaged in trade 
between the Hawaiian Islands and Continental 
United States as a separate service, only calling with 
its vessels at Hawaiian Island ports as a way call in 
connection with its other services; and 

Whereas, the Matson Companies for more than 
thirty years have engaged in passenger and freight 
service between the Hawaiian Islands and Con¬ 
tinental United States, and have pioneered in that 
service and have developed an express passenger 
and freight service between Continental United 
States and the Hawaiian Islands of the highest char¬ 
acter, and in connection therewith have built up a 
tourist trade, have financed the construction of hotels 
and local steamship services in the Islands, and have 
built express steamships, many of which develop¬ 
ments they have made in advance of actual current 
needs, with the intent and expectation of stimulating 
additional traffic between Continental United States 
and the Hawaiian Islands; and 
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Whereas, the Matson Companies are now engaged 
in passenger, freight and express service between 
Continental United States and Oceania, and have 
plans for further developing that trade and of con¬ 
structing new ships therefor; and 

Whereas, the Matson Companies have not engaged 
regularly in any service to the Orient save that dur¬ 
ing the past twelve months they have maintained 
monthly freight service to the Philippine Islands; 
and 

Whereas, it is believed, having in mind the terri¬ 
tory served, the interests of the traveling public and 
of the shippers, and the necessity for constantly ex¬ 
panding facilities to meet anticipated needs, that 
economies and benefits will result to the parties and 
to the public generally, if the companies conduct 
their operations in the manner hereinafter set forth, 
and that the parties hereto will be better enabled 
thereby to compete with vessels operating under for¬ 
eign flags, and that the upbuilding of the American 
Merchant Marine will be promoted thereby; 

Now, Therefore, in consideration of the premises 

the parties hereto do agree as follows: 

* * * * * 

2 . The Dollar Companies agree that they will 
furnish all of the steamship service, freight and 
passenger, that may be reasonably expected by the 
public, and can be profitably given, between the 
Mainland of the United States and Asiatic ports, 
including the Philippine Islands and Guam, taking 
into consideration the service of other lines now 
existing; and that they will not, directly or indi¬ 
rectly, by ownership in other companies, or by other 
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companies created in their interest, or through their 
initiative, advertise for or offer for or solicit for 
passenger or freight traffic, between Ma inla nd ports 
of the United States and the Hawaiian Islands, or 
vice versa, except through passenger or freight traf¬ 
fic originating at Atlantic Coast ports of the United 
States destined for the Hawaiian Islands, or vice 
versa, when carried on through vessels routed from 
Atlantic Coast ports of the United States to the 
Orient, or vice versa, and calling at the Hawaiian 
Islands only as a way port; nor directly or indi¬ 
rectly, by ownership in other companies, or by other 
companies created in their interest or through their 
intiative, engage in passenger or freight service be¬ 
tween Continental United States and Australia, 
New Zealand, Fiji Islands, Samoa, or vice versa; 
and that they will not act as agents for any other 
lines serving the Hawaiian Islands. This shall not 
apply to lay-over passengers on Dollar vessels. 

3. The Dollar Companies agree that as to all pas¬ 
sengers or freight (excepting mail) carried upon 
their vessels between Pacific Coast ports of the 
United States and the Hawaiian Islands, and origi¬ 
nating in one and destined to the other, and vice 
versa, that they will act as agents for Matson Navi¬ 
gation Company upon the following terms and con¬ 
ditions, and will not carry such passengers or freight 
except as such agent: 

* * * * * 

(b) As compensation for its service as agent in 
carrying passengers and freight between Pacific 
Coast ports of the United States and the Hawaiian 
Islands, the Dollar Companies may retain fifty per 
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cent (50%) of the gross receipts received for such 
transportation, and they will pay monthly to the Mat- 
son Navigation Company the remaining fifty per cent 
(50%). This clause (b) applies only to passengers 
or freight that the Dollar vessels carry without re¬ 
quest from the Matson Navigation Company or its 
agents. As to passengers or freight carried on specific 
written request of Matson Navigation Company, or 
its agents, the full tariff rate shall be paid to the 
Dollar Companies. 

(c) That the Dollar Companies will not carry pas¬ 
sengers or freight (excepting mail) on their vessels 
between Pacific Coast ports of the United States and 
the Hawaiian Islands, and originating in one and 
destined to the other, and vice versa, except upon the 

terms and provisions set forth in this paragraph. 
***** 

6. The Dollar Companies irrevocably appoint 
Dollar Steamship Lines, Inc., Ltd., as their agent to 
do and perform any act in connection with this 
agreement, deemed by said agent to be proper, ad¬ 
visable or appropriate, including the power to 
amend, alter or supplement this agreement; and 
agree to be bound by the acts of such agent. The 
Matson Companies irrevocably appoint Matson Nav¬ 
igation Company as their agent to do and perform 
any act in connection with this agreement, deemed 
by said agent to be proper, advisable or appropriate, 
including the power to amend, alter or supplement 
this agreement; and agree to be bound by the acts 
of such agent. 

7. This agreement shall remain in full force and 
effect for ten years from the date hereof, and there- 
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after until such time as a majority of the arbitrators 
appointed as hereinabove provided, shall decide that 
the necessity therefor, or desirability of, this agree¬ 
ment, as measured by the conditions existing at the 
time it was made, shall have ceased to exist. Upon the 
termination of this agreement all of the rights and 
obligations of the parties hereunder shall cease and 
terminate. 

8. The benefits of this agreement shall accrue to 
and be enforcible by the respective successors and 
assigns of Dollar Steamship Lines, Inc. Ltd., and 
Matson Navigation Company, and the burdens shall 
pass to and bind the respective successors and as¬ 
signs of the parties hereto. The term “successors 
and assigns” shall include any company or com¬ 
panies with which any party shall have merged, 
consolidated or combined, directly or indirectly, and 
notwithstanding the form of such merger, consolida¬ 
tion or combination, including, without limiting the 
generality of the foregoing, the purchase of a ma¬ 
jority of the stock of such party or corporation, or 
a substantial part or number of the vessels or busi¬ 
ness of such party or corporation. 

* * * * * 

10. Each party hereto agrees generally to give rea¬ 
sonable aid and assistance to the other, for the pur¬ 
pose of insuring to the other the benefits intended to 
be secured to such party by this agreement, to the end 
that each shall enjoy prosperity in its respective 
trade territory and that the Merchant Marine of the 
United States shall be benefited and supported 
thereby. 
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In Witness Whereof, the parties hereto have exe¬ 
cuted this agreement, by their respective officers 
thereunto duly authorized, the day and year first 
above written. 

(Seal) THE ROBERT DOLLAR CO., 

By R. Stanley Dollar 
Vice President 

By H. M. Lorber 
Secretary. 

(Seal) DOLLAR STEAMSHIP LINE, 

By R. Stanley Dollar 
Vice President 

By H. M. Lorber 
Secretary 

(Seal) ADMIRAL ORIENTAL LINE, 

By A. F. Haines 

Vice President 

By E. H. Hall 
Secretary. 

(Seal) DOLLAR STEAMSHIP LINES, 

INC., LTD., 

By J. Harold Dollar 
Vice President 
By D. T. Buckley 
Secretary 
First Parties. 

(Seal) MATSON NAVIGATION 

COMPANY, 

By W. P. Roth 
President 
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By S. G. Walton 

Ass. Secretary 

(Seal) MATSON NAVIGATION 

CORPORATION LTD., 

By W. P. Roth 
President 

By S. G. Walton 

Asst. Secretary. 

(Seal) OCEANIC STEAMSHIP 

COMPANY, 

By W. P. Roth 

Vice President 

By S. G. Walton 

Ajsst. Secretary. 

Whereas, Robert Dollar, R. Stanley Dollar, J. 
Harold Dollar and H. M. Lorber (hereinafter called 
the Dollar Officers) are officers, directors or stock¬ 
holders in the Dollar Companies named in the pre¬ 
ceding agreement; and 

Whereas, W. P. Roth and Fraser Bailey (herein¬ 
after called the Matson Officers) are officers, direc¬ 
tors or stockholders of the Matson Companies 
named in the preceding agreement; 

Now, Therefore, in consideration of the foregoing 
and of the execution of said agreement, the parties 
hereto agree as follows: 

1. The Dollar Officers (except as officers, direc¬ 
tors or stockholders in the Dollar Companies) sev¬ 
erally agree that they will not, directly or indirectly, 
or as officers, directors or stockholders of a cor¬ 
poration, or otherwise, engage or participate or be 
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interested, during the period of the aforesaid agree¬ 
ment, as it may be interpreted, amended or supple¬ 
mented, in the carriage of passengers or freight in 
those trades in which the Dollar Companies in said 
agreement agree not to engage or as to which an 
agency is granted to the Matson Navigation Com¬ 
pany. 

2. The Matson Officers (except as officers, direc¬ 
tors or stockholders in the Matson Companies) sev¬ 
erally agree that they will not, directly or indi¬ 
rectly, as officers, directors or stockholders of a cor¬ 
poration, or otherwise, engage or participate or be 
interested, during the period of the aforesaid agree¬ 
ment, as it may be interpreted, amended or supple¬ 
mented, in the carriage of passengers or freight in 
those trades in which the Matson Companies in said 
agreement agree not to engage, or as to which an 
agency is granted to the Dollar Steamship Lines, 
Inc. Ltd. 

San Francisco, April 23, 1930. 

ROBERT DOLLAR 
R. STANLEY DOLLAR 
J. HAROLD DOLLAR 
H. M. LORBER 
W. P. ROTH 

■* * * * * 


Mr. Siegel: Admiral Land, will you take the 
stand, please. 

Accordingly, 

EMORY SCOTT LAND 

was called as a witness by the Defendant, and after 
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first being duly sworn was examined and testified as 
follows: 

Direct Examination 

By Mr. Siegel: 

Q. Will you state your name, please. 

A. Emory Scott Land. 

Q. And your residence? A. Washington, 
D. C., 2500 Massachusetts Avenue. 

.Q Are you presently connected with the United 
States Maritime Commission? [1510] 

A. No, sir. 

Q. Or the government in any capacity? 

A. No, except as a retired naval officer. 

Q. Admiral Land, you were appointed a member 
of the United States Maritime Commission on April 
15,1937, is that correct? A. Yes. 

Q. And you were appointed chairman of that 
Commission on what date, Admiral ? A. Feb¬ 
ruary, 1938. 

Q. And how long did you hold that position ? 

A. Until I resigned in January 15,1946. 

Q. And what had been your professional training 
and experience prior to your appointment as a mem¬ 
ber of the United States Maritime Commission? 

The Court: Can we not take that as admitted, as a 
naval officer? 

Mr. Harrison: Yes, Your Honor. 

Mr. Siegel: If Your Honor please, the witness 
knows a little more than just knowing ships. He held 
a very high position in the field as a construction offi¬ 
cer in the Navy. 

The Court: He is a naval officer, and I will assume 
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that he knows ships, which takes in the addendum 
which you have suggested, Mr. Siegel. [1511] 

By Mr. Siegel: 

Q. Admiral Land, I will show you a copy of a 
telegram from Mr. Laughlin to Mr. Geaslin, which 
was sent on June 19, 1938, and received on June 20, 
1938, which is marked Defendants’ Exhibit 33, and 
will ask you whether this telegram, or a copy thereof, 
was shown to you on or about the date of the docu¬ 
ment. A. Yes. 

Q. Admiral Land, 1 show you a document which 
is Defendants’ Exhibit 34, the minutes of the Mari¬ 
time Commission of June 21,1938, and I invite your 
attention to the copy of the telegram from you to Mr. 
Laughlin of June 21, therein contained, and ask 
you whether on examination thereof you recall the 
document, the telegram. A. Yes. 

Q. Admiral Land, it is in evidence that the Com¬ 
mission on June 21, 1938, authorized you to dispatch 
this telegram to Mr. Laughlin on June 21, 1938. I 
will ask you whether at that time there wras before 
the Commission the telegram of Mr. Laughlin on 
June 20,1938, which I previously showed you. 

A. Yes. 

Q. Admiral Land, I show you a copy of a release 

of August 19,1938, which is Defendants’ Exhibit 28, 

which is in evidence, authorized and approved by the 

Maritime Commission on August 19,1938, and [1512] 

will ask vou to examine that document. A. I 
•/ 

recognize the document. 

Q. Admiral Land, I invite your attention to para¬ 
graph number one, beginning “Transfer to the Com¬ 
mission,” appearing on page 2 of this document, and 
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I will ask you whether or not that then expressed 
your state of mind concerning the adjustment plan. 

Mr. Harrison: I object to the question as incom¬ 
petent, irrevelant, and immaterial; the document 
speaks for itself. The minutes of the Commission 
speak for themselves. The witness is now asked a 
leading question with reference to his state of mind, 
which is itself irrevelant and calls for a conclusion of 
the witness. 

Mr. Siegel: May I state, Your Honor, that I have 
copied the question in haec verba from a question put 
by Mr. Harrison to Mr. Dollar at page 875 of the 
transcript. 

The Court: I am not questioning that, but I am 
assuming that wiien the Admiral sent the telegram, 
and there was no dispute about the fact that he did, 
it represented his state of mind at the time, because 
human beings do things that way. 

Mr. Siegel: Also, this press release of August, 
1938, to which I have called his attention, Your 
Honor. 

The Court: I assume the same. 

Mr. Siegel: Very well. 

By Mr. Siegel: [1513] 

Q. Admiral, I call your attention to the first re¬ 
cital in a resolution adopted by the Maritime Com¬ 
mission on September 27,1938, which is Defendants' 
Exhibit 71, contained in Defendants’ Exhibit 71. I 
will ask you to read that recital and state whether 
upon examination thereof you can state whether it 
then expressed your state of mind concerning the 
adjustment agreement. 

Mr. Harrison: I submit again the same objection, 
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that the minutes speak for themselves, the action of 
the Commission speaks for itself, that the opinions 
and conclusions of the witness is irrelevant, incompe¬ 
tent, and immaterial. 

The Court: Same ruling. 

Mr. Siegel: May the record show that I was call¬ 
ing the witness’ attention to the paragraph which 
reads as follows: 

Mr. Harrison: I submit that that is pure argu¬ 
ment. 

Mr. Siegel: I want to identify for the record, if 
Your Honor please, that it is the first recital of the 
resolution. 

The Court : Is the statement by the witness incor¬ 
porated in the resolution ? 

Mr. Siegel: Yes, Your Honor. I will now offer to 
prove, make an offer of proof, if Your Honor please, 
that if the witness were permitted to testify he would 
state that the recital therein contained accurately 
expressed his state of mind. 

The Court: I am assuming, Mr. Siegel, that [1514] 
the Admiral sent a telegram. I am assuming at the 
time that the telegram was sent he knew what he was 
doing, and it purported to express his state of mind 
at that time, with reference to the subject matter of 
the telegram. 

Mr. Siegel: Are you referring to the telegram of 
June 21, 1938? 

The Court: I am referring to the telegram with 
reference to which you interrogated him, and I am 
also assuming that anything else that he did as ex¬ 
pressed in writing, in relation to what he did, ex- 
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pressed his state of mind. As I say, human beings act 
that way. 

By Mr. Siegel: 

Q. Admiral Land, it is in evidence that on August 
26, 1937, the United States Maritime Commission, 
yourself present, adopted a so-called merger plan. I 
will ask you to examine that plan and see wdiether you 
recall it. It is contained in document 2-F-2, which is 
Plaintiffs 7 Exhibit 27. 

The Court: What is the date % 

Mr. Siegel: The minute entry is August 25, 1937, 
Your Honor, and the matter I refer to is the plan 
submitted by Mr. Lawrence. 

Mr. Harrison: Dunne-Radner plan. 

Mr. Siegel: Dunne-Ra&ner-Lawrence plan. 

The Witness: I recognize it as the so-called 
merger plan. 

By Mr. Siegel: [1515] 

Q. Admiral Land, I invite your attention to para¬ 
graph 14 of that plan, which provides as follows: 
4 ‘The Dollar of Delaware Corporation and the Amer¬ 
ican Mail Line and/or Admiral Oriental Line are to 
execute absolute releases of all claims arising out of 
the cancelled mail contract. 7 7 And I will ask you 
whether, in approving that provision, Admiral Land, 
what consideration, if any, you gave to the effect 
thereof on the position of the Maritime Commission 
in the event of bankruptcy. 

Mr. Harrison: I submit that the question is in¬ 
competent, irrevelant, and immaterial. The minutes 
speak for themselves, and the opinions of the witness 
concerning the motive for any particular paragraph 
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in the plan are incompetent, irrelevant, and imma¬ 
terial. 

Mr. Siegel: If Your Honor please, this is a ques¬ 
tion not covered by the minutes. 

The Court: May I see that? 

(The exhibit was handed to the Court.) 

The Court: This is before the beginning of the 
Admiral' s tenure as chairman ? 

Mr. Siegel: That is right, but he was a member of 
the Commission. 

The Court: On the same basis you could introduce 
the state of mind of Commissioner Wiley, or Com¬ 
missioner Moran. 

Mr. Siegel: Certainly, Your Honor; that [1516] 
is to say, the majority who voted for that, certainly. 

The Court: I will make the same ruling. I am 
assuming that he would not have voted for it if the 
minutes did not reflect his views. He voted “yea”, 
did he not ? 

Mr. Siegel: Yes, he did, but, if Your Honor 
please, these minutes do not reflect anything more 
than the action and such brief matter as the secretary 
may have set down as part of the discussion. The 
minutes do not purport to be a complete record of 
the deliberation of the Commission as to the reasons 
for their action. That is perfectly clear. 

The Court: Excluded. 

Mr. Siegel: Very well. I offer to prove, if this 
witness were allowed to testify, he would state that 
he gave no consideration to the effect of this provi¬ 
sion on the position of the Maritime Commission in 
the event of bankruptcy. 

By Mr. Siegel: 

Q. Admiral Land, I invite your attention to para- 
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graph number two of the same plan, which relates to 
the elimination of inter-company debt of the merging 
companies. I will ask you, Admiral Land, what con¬ 
sideration, if any, you gave in approving this provi¬ 
sion to the effect thereof on the bargaining position 
of the Dollar interests. 

Mr. Harrison: Same objection. 

The Court: Same ruling. 

Mr. Siegel: I offer to prove that if the witness 
were allowed to testify that he would state [1517] 
that he gave no consideration, whatever, to the effect, 
thereof, on the bargaining position of the Dollar in¬ 
terests. 

By Mr. Siegel: 

Q. Admiral Land, I show you document marked 
Plaintiffs’ Exhibit 45, which is a letter from Chair¬ 
man Kennedy to the Dollar Steamship Lines, Inc.— 
that is, Dollar of Delaware—giving the terms and 
conditions on which the Commission would grant a 
subsidy, and I invite your attention to paragraph 6 
thereof. 

Mr. Harrison: May I ask the date of that letter? 

Mr. Siegel: December 9, 1937. 

May I say, if the Court please, while the witness is 
examining the document, that the bill of complaint, 
the amended bill of complaint in this case is built 
almost entirely on the allegation that the actions of 
the Commission were prompted by a motive to 
weaken the bargaining position of the Dollar inter¬ 
ests, and it is our purpose to show that such in fact 
was not their intention, and that the best evidence of 
that is the actual state of mind of the Commissioner. 

The Court: Of course, we have been over that 



1744 


12. Stanley Dollar, et al 


before, and I do not want to bring into the case some¬ 
thing that I thought was out of it. On that theory, if 
that is the theory of the plaintiffs, then most cer¬ 
tainly the aspect, or the view of business compulsion 
comes into the picture, and I found that was out of 
the case. [1518] 

Mr. Harrison: I think, if Your Honor please, that 
I have made our position clear, that we did not, in the 
opening statement, charge, nor did we intend to 
prove that there was any motive on the part of the 
individual defendants or their predecessors of the 
character that entered into our case, that we were 
relying upon what was done, and whether the motive 
was good or bad it was irrelevant to the whole picture. 

Now, on the other hand, when the Court says, 
have I excluded business compulsion, if Your Honor 
please, I do not believe that the principle of business 
compulsion has any application to the case. We are 
relying upon certain rulings which were open to an 
entirely different doctrine, as we have already ex¬ 
plained to the Court. 

The Court: I thought you had done that. You are 
taking the view that the giving up of the stock, and I 
use that terminology advisedly, was in the nature of 
a pledge, it was collateral for a mortgage, and as 
proof of that you desire to show that there has been 
no release and discharge of the indebtedness that was 
owed by Dollar of Delaware to the United States. 
The government took the lines and kept the stock. 
That is your position, is it not? 

Mr. Harrison: Yes. But there is one further thing 
that I wish to make clear to the Court at this time, so 
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that there may be no misunderstanding concerning 
argument we will make. 

As we outlined in our opening statement, [1519] 
we will argue that the plaintiffs and their predeces¬ 
sors in this case were in a weakened financial condi¬ 
tion, that that financial condition was brought about 
in part by the steps taken by the defendants and their 
predecessors, that because of the potency of the mort¬ 
gagee, and the relative financial weakness of the 
mortgagor, and the debtor here, and because of the 
inadequacy of consideration, all of these are factors 
which in equity, we will argue, will compel the Court 
to construe this as a pledge, irrespective of what the 
intention of the parties was. 

But I also made it clear to this Court that we were 
making no charge here that the motives underlying 
the action of the individuals were unworthy, or that 
it was any part of their case to charge a motive or 
intent to take the property from us. 

Mr. Siegel: If the Court please, the allegation to 
which I refer, and this is only one of many, was this, 
that the United States Maritime Commission be¬ 
lieved that said claim, meaning the mail claims, was 
valid in a substantial amount, but nevertheless re¬ 
fused to settle or adjust the claim to make any pay¬ 
ment whatever, all for the purpose of weakening the 
position of Dollar of Delaware, and placing it in a 
necessitous condition. 

The Court: Of course, that is argumentative. 

Mr. Siegel: It is an allegation of the complainant. 

The Court: I know it is an allegation. That has to 
be taken with the entire picture. The mail con- [1520] 
tracts w r ere cancelled by an act of Congress of June 
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30, 1936, is that right? That is the testimony here. 

Mr. Siegel: Yes. 

The Court: At that time Dollar of Delaware was 
indebted to the Maritime Commission, and as a con¬ 
sequence of that indebtedness they took the balance 
of the monies that were owed on the mail contracts 
to offset it against the indebtedness. 

Counsel will argue that the facts indicate that 
this was part of the general mosaic that was being 
built up to weaken the position of the Dollar Line, 
so that eventually the individuals concerned, both 
corporate and physical, would lose control of the 
line. 

Mr. Siegel: And such was the motive, if your 
Honor please, according to plaintiffs. 

The Court: In the criminal side of the Court we 
charge the jury that the only way to determine the 
motive is by surrounding circumstances. You can¬ 
not get inside a man’s head and find out what he is 
thinking; at least up to now we cannot. 

Mr. Siegel: And that testimony, of an individual, 
as to his state of mind, is not permissible? 

The Court: The state of mind here is in a docu¬ 
ment, and I view that as controlling. If we are going 
to go into the business of attempting to find out what a 
man’s state of mind is, after he has written [1521] 
something, or after he has said something, that is a 
situation that will keep us here for a long, long time. 

Mr. Siegel: Very well, your Honor. Just to 
complete our record on this, I will ask the witness 
one or two questions. 

The Court: I am talking now about the letter 
of April 28 and the subsequent telegram, that it was 
a result of facts that were in his possession, in his 
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official capacity, and that when he said what he did 
say in the letter or telegram, most certainly he in¬ 
tended to say it, and he did say it. 

Mr. Siegel: Certainly, your Honor, and as to 
matters not said there, we offer this testimony. 

Will you read the last question? 

(The pending question was read by the re¬ 
porter.) 

By Mr. Siegel: 

Q. Admiral Land, I call your attention to para¬ 
graph 6 of Plaintiffs 7 Exhibit 45, which deals with 
the elimination of company debt. In approving that 
provision, Admiral Land, what consideration, if 
any, did you give to the effect thereof on the bar¬ 
gaining position of the Dollar interests? 

Mr. Harrison: Same objection. 

The Court: Same ruling. 

Mr. Siegel: I offer to show that if the witness 
were allowed to testify, he would state none what¬ 
ever. 

By Mr. Siegel: [1522] 

Q. I also invite your attention to paragraph 8 
dealing with mutual cancellation of mail claims, and 
I will ask you, Admiral Land, what consideration, 
if any, you gave in approving this provision, to the 
effect thereof on the Maritime Commission in the 
event of bankruptcy. 

Mr. Harrison: Same objection. 

The Court: Same ruling. 

Mr. Siegel: I offer to show that the witness if 
allowed to testify would state that he gave no con¬ 
sideration to such effect. 

That is all, if your Honor please. 
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Mr. Harrison: No questions. 

The Court: Admiral, you are excused. Thank 
you. 

The Witness: Thank you, your Honor. 

(Witness excused.) 

Mr. Seigel: Mr. Woodward. 

Accordingly, 

THOMAS M. WOODWARD 
was called as a witness by the Defendant, and after 
first being duly sworn was examined and testified 
as follows: 

Direct Examination 

By Mr. Siegel: 

Q. Your name, please? A. Thomas Mul¬ 
len Woodward. 

Q. Your residence? A. 3044 P [1523] 
Street, N. W., Washington. 

Q. Your present occupation? A. Lawyer. 

Q. Are you employed by the United States Mari¬ 
time Commission in any capacity? A. I rep¬ 

resent the Maritime Commission, specially in a 
particular case now dealing with steamship opera¬ 
tions to Alaska, on a retainer basis. 

Q. Do you represent the Maritime Commission? 

A. Not continuously. 

Q. Do you represent the Maritime Commission 
or any other branch or agency of the government 
in any other capacity? A. No. 

Q. Mr. Woodward, you were appointed a mem¬ 
ber of the United States Maritime Commission on 
April 15, 1937? A. We qualified on that date, 
we were appointed before. 
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Q. For how long did you hold that position, Mr. 
Woodward. A. Until September 30, 1945, the 
expiration of my term. 

* * * * * 

By Mr. Siegel: [1525] 

Q. Mr. Woodward, I show you a copy of a tele¬ 
gram from Mr. Laughlin sent on June 19 to Mr. 
Geaslin, and received on June 20, 1938, and ask you 
whether you can recall the document which is 
marked Defendants’ Exhibit 33. 

A. Yes. 

Q. Mr. Woodward, it is in evidence that on June 
21, 1938, the Commission, yourself present voting 
“yea,” authorized sending of a telegram to Ad¬ 
miral Land from Mr. Laughlin, dated June 21, 
1938. I show you the minutes of the Maritime Com¬ 
mission of that date, which is Defendants’ Exhibit 
34, and ask you to examine the telegram set forth 
therein and to state whether you recall the tele¬ 
gram. A. Yes. 

Q. Mr. Woodward, can you state in approving 
the sending of this telegram appearing in the [1526] 
minutes of June 21, 1938, of the Maritime Commis¬ 
sion, you had before you a copy of the telegram of 
Mr. Laughlin, which is Defendants’ Exhibit 33, 
and which you have just examined? A. Yes. 

Q. Did you have it before you? A. Yes. 

Q. If your Honor please, the remaining ques¬ 
tions which I was going to ask the witness are 
identical in character to those to which counsel 
took exception and as to which your Honor sus- * 
tained exception. I wronder, if your Honor please, 
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whether I might merely state what we would offer 
to prove from the testimony of this witness. 

The Court: I understand the proffer to be the 
same as the proffer that was made in the case of 
Admiral land. I will repeat, for my own purposes, 
to you and for the record, that a telegram was sent 
by Laughlin to the Commission. As a result of that 
telegram the Commission sent a letter— 

Mr. Siegel: A telegram. 

The Court: A telegram. I am assuming, again I 
repeat, that when the telegram was sent by Laugh¬ 
lin to the Commission the members of the Commis¬ 
sion in the performance of their duties, reading the 
telegram, and considering it, as a consequence of 
their reading and consideration sent a telegram in 
reply. 

Mr. Siegel: That is correct, your Honor. [1527] 
I am referring to the other questions, to which ex¬ 
ception was taken and exception sustained; that is 
to say, the question with reference to the motives of 
Admiral Land in approving the provisions with ref¬ 
erence to cancellation of mail claims, and the like, 
and I wish to make an offer on that. 

The Court: Same ruling. 

Mr. Siegel: Could I now state that if the witness 
vrere allowed to testify in answer to the questions of 
the same character put to Admiral Land, as to 
which counsel objected and the Court sustained ob¬ 
jection, the witness would testify that in approving 
the provision both in the plan of August 25, 1937, 
and in the letter of December 9,1937, for the cancel¬ 
lation of mail claims, he gave no consideration what¬ 
ever to the effect thereof on the position of the 
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United States Maritime Commission in the event of 
bankruptcy, and that with respect to the provision 
for the elimination of inter-company debt contained 
in paragraph 2 and 4 of the August 25, 1937, plan, 
and the paragraph 6 of the letter of December 9, 
1937, that the witness gave no consideration what¬ 
ever to the effect thereof on the bargaining position 
of the Dollar interests. 

That is all that I wish. 

The Court: If I were to admit the evidence and 
conclude that they did, certainly it would leave the 
inference that there was not any such purpose in 
their minds. I am not drawing any such [1528-40] 
conclusion. Mr. Harrison stated that there is no 
such position. 

Mr. Siegel: I understand, your Honor has sus¬ 
tained an exception to such testimony, and I offer 
this merely as an offer of proof to such exception. 

The Court: Is that all? 

Mr. Siegel: That is all, your Honor. 

The Court: No questions? 

Mr. Harrison: No questions. 

The Court: You are excused, Mr. Witness. 

(Witness excused.) 

* * * * * 

Mr. MacGuineas: I wish to read in evi- [1541] 
dence the deposition taken in this cause of Joseph 
P. Kennedy, taken before and by James S. Slavin, 
an attorney and counsellor at law of the State of 
New York, commissioned to act as a notary public, 
in room 335, United States Court House, Foley 
Square, New York, New York, on Tuesday, April 
13, 1948, at 11 a.m. 
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Mr. MacGuineas: I will ask that this copy be [1543] 
marked as the defendants’ exhibit next in order 
(handing the copy of deposition to the Deputy 
Clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 77. 

(The deposition of Joseph P. Kennedy taken 
in New York on April 13, 1948, was accord¬ 
ingly marked and received in evidence as De¬ 
fendants' Exhibit No. 77.) 

[Defendants’ Exhibit No. 77 reads as fol¬ 
lows :] 

(Title of District Court and Cause.) 

Deposition of Joseph P. Kennedy 

(Stenographic transcript of deposition of 
Joseph P. Kennedy, taken before and by James 
S. Slavin, an attorney and counselov-at-law of 
the State of New York, commissioned to act 
as a notary public, in Room 335, United States 
Court House, Foley Square, New York, N. Y., 
on Tuesday, April 13, 1948, at 11:00 a.m.) 

Appearances: Gregory A. Harrison, Esq., and 
Moses Lasky, Esq., Attorneys for Plaintiffs. Donald 
B. MacGuineas, Esq., Attorney for Defendants. 

JOSEPH P. KENNEDY, 
called as a witness on behalf of the defendants, being 
first duly sworn, testified as follows: 

Direct Examination 

By Mr. MacGuineas: 

Q. Will you state your address, Mr. Kennedy? 
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A. Palm Beach, Florida. 

Q. Will you be available to testify at the trial 
of this case which is scheduled to be held in the Dis¬ 
trict of Columbia begining April 19th. A. No. 
I am leaving for Europe tomorrow and I will be 
gone two months. 

Q. You were former Chairman of the Maritime 
Commission? A. I was. 

Q. Approximately when were you Chairman ? 

A. April, 1937, to January, 1938, I think. 

Q. Will you give a very brief resume of your busi¬ 
ness and public career prior to being appointed 
Chairman of the Commission? 

Mr. Harrison: I object to it as incompetent, ir¬ 
relevant and immaterial. 

Q. You may answer. 

A. Immediately preceding—well, I will start 
earlier in my life. In 1914 I was president of the 
Columbia Trust Company of Boston. In 1917 I be¬ 
came assistant general manager of the Fall River 
plant of the Bethlehem Steel Corporation. 

After the war I became head of the Boston office 
of Hayden, Stone, bankers and brokers. In 1927 I 
went into the picture business and became head of 
the F.B.O. Films. Subsequently I became head of 
National Pictures, the head of Keith-Albee, the 
head of Pathe Films. 

In 1934 I became Chairman of the Securities 
and Exchange Commission of the government. In 
1936 I reorganized the Radio Corporation of Amer¬ 
ica and also made a report for the directors of the 
Paramount Pictures Corporation on their financial 
and general outlook. In 1937, previous to becoming 
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Chairman of the Maritime Commission, I was in 
the process of reorganizing the Hearst empire. 

Q. Do you have any present connection with the 
government. Mr. Kennedy? 

Mr. Harrison: The same objection. 

A. I am the representative of the United States 
Senate on the Committee for the Reorganization of 
the Federal Government. 

Q. Is that your only present connection with the 
Government ? A. That is all. 

Q. Do you have any personal or business rela¬ 
tions with the members of the Maritime Commission 
who are the defendants in this case? A. No. 

Q. Do you have any pecuniary interest in the 
outcome of this suit? A. No. 

Q. Since leaving the Commission, which you 
said was in January, 1938, will you give a very brief 
resume of your activities? 

Mr. Harrison: I object to all testimony of the 
witness concerning his activities since his sever¬ 
ance with the Commission as incompetent and ir¬ 
relevant and immaterial. 

A. I was Ambassador to Great Britain. Since 
that time, after I resigned in 1941, I have been con¬ 
cerned with my own affairs. 

Q. During the period that you were Chairman 
of the Maritime Commission were there any basic 
policy considerations which governed your decisions 
with respect to steamship companies who were ap¬ 
plying for subsidies under the Merchant Marine 
Act? 

Mr. Harrison: I object to the question as incom¬ 
petent, irrelevant and immaterial, not relating to 
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any issue in this case and argumentative, and also 
not the best evidence. 

Q. You may answer. A. Will you ask the 
question again? 

(Last question read.) 

The Witness: Well, as far as my own idea is 
concerned, I worked to the point to keep the steam¬ 
ship companies operating and to save the Govern¬ 
ment as much money as possible. 

Q. Well now, in connection with the decisions or 
actions w’hich you took in connection with the Dol¬ 
lar Line during this period, were your decisions 
governed by any different policy considerations? 

Mr. Harrison: Same objection. 

Q. You may answer. A. This is the only 
policy that governed my actions. 

Q. Some of the proposals for the reorganization 
of the Dollar Line which you approved provided for 
the elimination of intercompany debt, and the debts 
held by Stanley Dollar and other stockholders by 
cancellation, and the conversion of any balance of 
such debt into stock in a consolidated company. 
What were your reasons or motives for approving 
that? 

Mr. Harrison: I object to the question, in the 
first place, as leading and in the second place, as 
not stating a question that can be understood, and 
third, argumentative, and as incompetent, irrele¬ 
vant and immaterial. 

(Question read at request of witness.) 

A. I have no recollection of the question that 
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you asked me. I don’t remember what happened in 
the refinancing of the Dollar Line. The only thing 
I do know is that I was governed by the same mo¬ 
tives that I previously stated. I was anxious to 
keep the lines running at not too great a cost to the 
Government. 

Q. Well, in this connection did you have any mo¬ 
tive in weakening the bargaining position of the 
Dollar interests? 

Mr. Harrison: I object to the question as argu¬ 
mentative, leading, incompetent, irrelevant and im¬ 
material, and as having been answered, and conse¬ 
quently as constituting cross-examination of the de¬ 
fendants’ own witness. 

A. I never had any motive in weakening any¬ 
body’s interest. 

Q. During the time you w r ere Chairman did you 
have any general policy with respect to the disposi¬ 
tion of the mail claims of the steamship companies? 

Mr. Harrison: Mr. MacGuineas, so as to avoid 
interrupting each time, it looks as if I will be mak¬ 
ing objection right along, may it be stipulated until 
I otherwise indicate that the objection is made on 
the ground that it is incompetent, irrelevant and im¬ 
material, leading, suggestive and argumentative, 
and that that objection will stand? 

Mr. MacGuineas: I agree to that. I think that is 
a good way to handle it. 

(Last question read.) 

The Witness: Only to settle them on the fairest 
basis that we could. 


vs. Emory S. Land, et al 


1757 


Q. At that time did you consider that these 
claims had any substantial value ? A. I think 
we settled them for a very small proportion of the 
amount claimed. I think that is the best answer. 

Q. In connection with the Dollar Line proposals, 
you approved a proposal under which the Dollar 
Line was to release its mail claims. What were your 
reasons or motives for approving that? A. I 
don’t remember the facts as you state them. If ac¬ 
tion was taken it was based on the same reason 
that all mail contracts were settled—what was fair 
to the Government and fair to the company. 

Q. Well, in connection with the cancellation of 
the mail claims, did you have any motive in weak¬ 
ening the bargaining position of the Dollar interests? 

A. I never had any motive in weakening any¬ 
body’s interest. 

Q. Did you at any time while you were in the 
Commission take any action with respect to the 
Dollar Line problems which was motivated by weak¬ 
ening the bargaining position of Dollar ? A. I said 
repeatedly that I never took any action to weaken 
anybody. 

Mr. MacGuineas: I have no further questions. 

Cross-Examination 

By Mr. Harrison: 

Q. Mr. Kennedy, during the period of time that 
you were Chairman of the United States Maritime 
Commission, the policy that governed you was, was 
it not, the policy declared in the Merchant Marine 
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Act of 1936 ? A. I have to familiarize myself 
with the policy. 

Q. Well, you were familiar with the policy at 
the time you were Chairman? A. Yes, that 
is right 

Q. I will ask you whether as a matter of fact 
while you were Chairman of the United States Mari¬ 
time Commission you were not making decisions 
governed by the following declaration of policy: 

That it is necessarv to National Defense and the 

* 

development of foreign and domestic commerce 
that the United States shall have a Merchant Ma¬ 
rine. In the first place, is that correct? 

A. That is correct. 

Q. Second, that that Merchant Marine should 
be owned and operated under the United States flag 
by citizens of the United States in so far as prac¬ 
ticable? A. That is right. 

Q. Now, it was never your policy as Chairman 
of the United States Maritime Commission to do 
anything to weaken the private ownership of Ameri¬ 
can merchant ships ? A. That is correct. 

Q. And it was your policy to encourage and 
maintain the operation of merchant vessels under 
the American flag by American flag-owners? 

A. That is correct. 

Q. I take it from your direct examination, Mr. 
Kennedy, that you have no present recollection of 
the details and history of the negotiations between 
the United States Maritime Commission and its 
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staff on the one hand and Dollar Steamship Lines, 
Incorporated, Limited, and its representatives on 
the other? A. Yes, sir. 

Q. And it would, therefore, serve no useful pur¬ 
pose at this time to interrogate you concerning the 
details of those various agreements, contracts and 
settlements? A. Yes, sir. 

Q. Specifically directing the policy which you 
stated, Mr. Kennedy, to the Dollar Steamship Lines, 
Incorporated, Limited, and its stockholders, it was 
never your intention to deprive the company or its 
stockholders of their right to operate American flag 
vessels? A. That is correct. 

Mr. Harrison: I have no further questions. 

Mr. MacGuineas: I have no further questions. 

On the record, Mr. Harrison, I would like to 
know whether you will require the deposition to be 
signed ? 

Mr. Harrison: No, I will not. 

Mr. MacGuineas: You will not require the depo¬ 
sition to be read or signed by Mr. Kennedy? 

Mr. Harrison: No. 

The foregoing is a true and correct transcript of 
the testimony of the witness Joseph P. Kennedy 
taken at the time and place heretofore mentioned. 

/s/ JAMES S. SLAVIN, 

Attorney and Counsellor-at-Law, Off. and P.O. 
Add. 1376 Albany Ave., Brooklyn, N. Y., 
Kings Co. Clk’s No. 25-N. Y. Co. Clk’s No. 
382. 

Commission expires March 30, 1950. i 
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Mr. Siegel: We offer in evidence as the defend¬ 
ants’ exhibit next in order, if the Court please, a 
certified copy of the joint income tax return, with 
attached papers, of H. M. Lorber and M. J. Lorber, 
311 California Street, San Francisco, California, for 
the year 1938. [1544] 

Mr. Harrison: Mav it be understood, without 

•/ • 

repeating the objection, if your Honor please, we 
make the same objection to this exhibit we made 
to the income tax return of Mr. and Mrs. Dollar. 

The Court: With the authorities there cited? 

Mr. Harrison: Yes, your Honor, and others 
which we hope to refer to later on. 

The Court: All right. 

The Deputy Clerk: Defendants’ Exhibit No. 78. 

(The certified copy of joint income tax re¬ 
turn of H. M. and M. J. Lorber for the year 
1938, was accordingly marked and received in 
evidence as Defendants’ Exhibit No. 78.) 

[Defendants’ Exhibit No. 78 reads in part as 
follows:] 
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Mr. Siegel: I will call as the defendants’ [1545] 
next witness Mr. Moon. 

The Court: Very well. 

Accordingly, 

LESLIE H. MOON, 

called as a witness on behalf of the defendants and 
being first duly sworn, was examined and testified 
as follows: 

Direct Examination 

By Mr. Siegel: 

Q. Will you state your name, please, Mr. Moon? 

A. Leslie H. Moon. 

Q. Your residence? A. Number 1, Garden 
Lane, Paloma, California. 

Q. What is your present employment? 

A. Internal Revenue Agent. 

Q. How long have you held that position? 

A. Approximately twelve years. 

Q. Were you in that position during the year, 
1941? A. Yes. 

Q. In the City of San Francisco, California? 

A. Yes. 

Q. Did you in the year, 1941, make an [1546] 
audit of the income tax return, the joint income 
tax return, of H. M. and M. J. Lorber? 

A. I did. 

Q. I show you the income tax return of Mr. 
Lorber, which is in evidence as Defendants’ Ex¬ 
hibit 78, and invite your attention to schedule F, 
“Gains and Losses,” and to the schedule attached 
thereto, and ask you whether you audited that pro¬ 
vision and schedule of the income tax return? 
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A. Yes, I did. 

Q. Mr. Moon, I show you a certified copy of a 
rough draft—“No change, report of the Internal 
Revenue Agent dated November 7, 1941, covering 
examination of the joint income tax return for the 
year 1938 of H. M. and M. J. Lorber, 311 Califor¬ 
nia Street, San Francisco, California,” and I will 
ask you to examine same and state, upon exami¬ 
nation, whether the signature attached at the end of 
the report is in your hand. A. It is. 

Q. And you prepared the report? 

A. I did. 

Q. Mr. Moon, I invite your attention to the state¬ 
ment which appears at the bottom of the next to 
the last page and the top of the last page appearing 
in your report, and reading as follows: [1547] 

“Taxpayer made the statement that he lost all 
right, title, and interest in this stock in 1938, and 
claims same as a deduction for 1938 for that rea¬ 
son." 

I will ask you whether in fact the taxpayer made 
that statement? 

Mr. Harrison: I object to the question on the 
ground that if there is any conversation to be testi¬ 
fied to the conversation should be identified by the 
parties present and what was said and where it was. 

Mr. Siegel: The witness will identify it in his 
answer. 

Mr. Harrison: The question is a leading ques¬ 
tion, to ask him if someone made that statement. 

By Mr. Siegel: 

Q. Is the statement that he made it, a true 
statement? A. It was. 
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Mr. Harrison: May I have my objection ruled 
upon? 

The Court: You are asking the witness to re¬ 
fresh his recollection with a report he made, con¬ 
currently with a certain transaction, the transac¬ 
tion being something in the nature of a study made 
of the Lorber income tax return, in which there is a 
statement to the effect, in the report I am speaking 
about, that Mr. Lorber made a statement against 
interest to this gentleman here on the stand. [1548] 

Mr. Siegel: That is correct, your Honor. 

The Court (to the witness): You may answer. 

The Witness: Yes, he did, either directly, [1549] 
or through his representative, Mr. A. E. Lang. 

Mr. Harrison: If your Honor please, I move to 
strike the answer. 

The Court: The answer may be stricken. 

By Mr. Siegel: 

Q. Will you state, please, the regulations in ef¬ 
fect in the office of the Collector of Internal Rev¬ 
enue, San Francisco, with respect to the auditing 
of an income tax return, with particular reference 
to the contacting of a taxpayer? 

Mr. Harrison: May it please the Court, I sub¬ 
mit that is irrelevant. 

Mr. Siegel: Very well. 

By Mr. Siegel: 

Q. I will ask you, Mr. Moon, whether or not on 
examination of the report you have a present recol¬ 
lection of any conversation with Mr. Lorber with 
respect to his income tax return of 1938 ? 

A. Yes. 

Q. And what was that conversation? 
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A. With respect to the auditing of his 1938 in¬ 
come tax return. 

The Court (to Mr. Siegel): Can you fix the time 
and the place and the circumstances? 

Mr. Siegeh On or about the— 

Mr. Harrison: If your Honor please, I [1550] 
submit the witness should fix it. 

By Mr. Siegel: 

Q. Can you fix the time of the conversation, 
Mr. Moon ? A. I couldn’t fix it as to the day. 
I can fix it as to the year; that would be, approxi¬ 
mately, I would say, around March of 1940. 

The Court (to the witness): And what was the 
occasion for you, in March of 1940, to be looking 
into an income tax return which was filed for the 
fiscal year 1938? 

The Witness: We are usually two years behind, 
your Honor. 

By Mr. Siegel: Q. Mr. Moon, can you recall 
the substance of the conversation with Mr. Lorber 
on the occasion referred to? 

Mr. Harrison: I would like to ask who was pres¬ 
ent at the conversation, may it please the Court. 

The Court: Try and fix, if you can, where the 
conversation was held, whether at the office of the 
Internal Revenue in San Francisco, or Mr. Lorber’s 
offices, and who was present at the time the conver¬ 
sation was had. 

The Witness: It was by telephone. In other 
words, he was contacted—that is what I wanted to 
bring out. 

The Court: Well, we don’t permit that. It isn’t 
a question of what Mr. Siegel wanted. 

The Witness: No; I beg your pardon. [1551] 
That isn’t what I mean. 
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The Court: What do you mean ? 

The Witness: I had to contact Mr. Lorber either 
personally or by telephone. 

The Court: What you are saying is— 

The Witness: And my procedure— 

The Court: I am not interested in your pro¬ 
cedure, but only in what you did. 

The Witness: I contacted Mr. Lorber by tele¬ 
phone and told him I had the 1938 income tax re¬ 
turn for examination and I would like to arrange 
for an appointment to discuss it with him, as he 
had the stock loss with respect to the Dollar Steam¬ 
ship Company claimed on the schedule F, and other 
items of the return. And he suggested that I con¬ 
tact Mr. A. E. Lang, or he would have Mr. Lang 
contact me, who was his bookkeeper. And then Mr. 
Lang subsequently furnished me with the informa¬ 
tion concerning the income tax return, as an em¬ 
ployee. 

The Court: And that is the information fur¬ 
nished by Mr. Lang, is it? 

The Witness: Yes, an employee, a bookkeeper. 

The Court: Which you have incorporated in this 
report? 

The Witness: That is right; that is the reason 
for this report. 

Mr. Siegel: If your Honor please, that [1552] 
statement was furnished by Mr. Lang, according to 
the testimony of the witness, at the suggestion of Mr. 
Lorber. 
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The Court: What you are doing, Mr. Siegel, is 
that you are ad libbing to a certain extent. 

Mr. Siegel: If your Honor please, in connection 
with the testimony of the witness, I offer as the 
defendants' exhibit next in order certified copy of 
the report of Mr. Moon, dated December 7, 1941. 

Mr. Harrison: May I object to it, your Honor. 
It is not at all a statement by Mr. Lorber, or a 
statement authorized by Mr. Lorber, and as such 
it is immaterial, irrelevant, and incompetent. 

The Deputy Clerk: Defendants’ Exhibit 79. 

(The copy of Moon report was accordingly 
marked for identification as Defendants’ Ex¬ 
hibit No. 79.) 

Mr. Siegel: That will be all, your Honor. 

Cross-Examination 

By Mr. Harrison: 

Q. Mr. Moon, did you ever have any conversa¬ 
tion with Mr. H. M. Lorber beyond the telephone 
call you have referred to? A. No, sir. 

Q. How many conversations did you have, if 
any, with Mr. Lang? A. Several. [1553] 

Q. At your office or his ? A. Both. 

Q. W as Mr. Lorber present at either time? 

A. Neither. 

Q. Was the information you put in vour report 
received in writing or verbally? A. It was re¬ 
ceived in a memorandum, and also verbally. It was 
verbal at the beginning, and I received it later in 
the memorandum form. 

Q. Have you the memorandum he gave you? 

A. I do not. It is not my property. It is part 
of the files of the Treasury Department. 
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Q. The document, I take it, just admitted in evi¬ 
dence is also part of the files of the Treasury De¬ 
partment? A. But the working papers be¬ 
come part of the agent’s file, remaining with the 
rough draft report. 

Q. May I ask you whether the statement you 
have placed upon this document, which is marked 
79 for the defendants, was taken from the memo¬ 
randum which he gave you ? 

A. That is right. 

Q. Is the memorandum in Washington? 

A. I don’t think so; no. It would not be, as I 
told you before. 

Mr. Harrison: I submit, and we move to strike 
the exhibit again, if your Honor please. This [1554] 
is offered as an exhibit, and apparently it is merely 
a summary. 

The Court: If the memorandum is available, 
and it is the predicate upon which this report 
stands, it ought to be presented to the Court. 

Mr. Siegel: May I interrogate on that, your 
Honor ? 

Redirect Examination 

By Mr. Siegel: 

Q. Mr. Moon, do you know in fact whether that 
memorandum is in existence ? A. I do not. 

Q. Have you made a search of the files before 
you came from San Francisco, to determine where 
it is? A. I did. 

Q. Could you locate it? A. I could not. 

Mr. Siegel: Very well. 

Your Honor, I offer this as the best evidence 
available at the time, for the reason that the search 




1772 R. Stanley Dollar, et al 

has been made for the document and it cannot be 
found. 

Mr. Harrison: May I ask a few more questions 

before I renew my motion? 

•/ 

Recross-Examination 

By Mr. Harrison: 

Q. Is this an exact copy of the memorandum, 
Mr. Lang gave you? A. No; that is [1555] 
my rough draft report. 

Q. This is the summary of what you believed 
his memorandum conveyed to you? Is that right? 

A. The memorandum he furnished me stated 
that the stock shown as the loss there should be 
allowed in view of the fact that they lost all right, 
title, and interest thereto. 

Q. Do you recall what else the memorandum said 
on the same subject? A. That is all that was 
dealt with. In other words, he was supporting, in 
addition to that, the cost basis of the stock at the 
same time. 

Q. I am sorry; will you repeat that ? A. I 
say, in addition to that information, he was sup¬ 
porting the cost basis of the stock he was claiming 
the loss on at that time, with the certain figures he 
set down, which I later verified in his office, with 
Mr. Lang. 

Q. Do you recall any of the other things, and 
the exact words he gave there to you, or whether 
or not they are the exact wnrds he gave you? 

A. As near as I can recollect. After all, it was 
ten years ago. 

Q. And the only words he used which you re- 
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member are those you stated? A. As far as 
claiming the loss, yes. 

Q. But you wouldn’t say what you have [1556] 
on here is a true copy of what he said? A. It 
could not be. That is my report, and I wouldn’t in¬ 
corporate that as my report. 

Q. In other words, you based certain conclusions 
on what he told you? A. That is not a conclu¬ 
sion. It is based on a statement in his memorandum. 

Mr. Harrison: If your Honor please, I add to 
my former objection the ground that this is only a 
conclusion based on some statement given the wit¬ 
ness. 

The Court: On that aspect of what the memo' 
randum purports to be, it is not a transcript of his 
conversation at any time that he had with Mr. 
Lorber or with Mr. Lang, but merely his conclu¬ 
sions thereon, and most certainly the instrument 
should not be in evidence. 

Mr. Siegel: If the Court please, the witness 
has specifically denied the suggestion put to him on 
cross-examination that this was merely a conclu¬ 
sion. And while I do not want to suggest an answer, 
I think that the Court— 

The Court: In any event, if there has [1557] 
been an admission made against interest, the admis¬ 
sion, so-called, is the admission of an agent. Apart 
from whether the admission of an agent, as a matter 
of law, under the circumstances here could bind 
his principal, Mr. Siegel, the admission made is in 
the income tax return, and that is not primary evi¬ 
dence and is not conclusive. This is merely cumu¬ 
lative and corroborative. 
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Mr. Siegel: Very well, your Honor. The docu¬ 
ment is excluded from evidence? 

The Court: I will have it excluded. 

Mr. Siegel: May I have it marked? 

(The document heretofore marked for iden¬ 
tification as Defendants’ Exhibit No. 79 was ac¬ 
cordingly excluded.) 

The Court: In other words, you have offered 
the Lorber return in the same way you offered the 
Dollar return, as a characterization and as an ac¬ 
knowledgment of the individual returnee, so to 
speak, or returnor, of his understanding of the 
transaction? That is your main purpose, isn’t it? 

Mr. Siegel: That is correct, your Honor. And I 
thought it appropriate to show the admission of an 
agent was binding upon his principal, when done 
within the scope of his authority. 

The Court: I know that, but there is some [1558] 
question here as to whether that represents all of 
the transaction. I will exclude it. 

Mr. Siegel: Very well, your Honor. No further 
questions. 

(The witness left the stand.) 

Mr. MacGuineas: Mr. Laughlin, please. 

Whereupon, 

REGINALD S. LAUGHLIN, 

called as a witness on behalf of the defendants, and 
being first duly sworn, was examined and testified 
as follows: 
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Direct Examination 

By Mr. MacGuineas: 

Q. Your full name and address, Mr. Laughlin? 

A. Reginald S. Laughlin, San Francisco, Cali¬ 
fornia. 

Q. And your occupation ? A. Attorney-at- 

law. 

Q. How long have you been an attorney? 

A. I was admitted to practice in the State of 
California in the Federal Courts in the year 1921. 

Q. Have you been in general practice in the City 
of San Francisco since 1921? A. I have been 
continuously in the practice of law since my admis¬ 
sion in 1921. In 1925, I became a partner in the 
firm of Treadwell, Van Fleet and Laughlin; but 
upon the death of Mr. Van Fleet it became [1559] 
Treadwell and Laughlin. And at all times since 
then I have been and now am a member of that 
firm. 

In April of 1934 I came to Washington and from 
April, 1934, until December, 1936, served as coun¬ 
sel and assistant general counsel of the Reconstruc¬ 
tion Finance Corporation. Except for that period 
of time I have been continuously engaged in the 
private practice of law in San Francisco. 

The Court: When w^ere you admitted to the Cali¬ 
fornia Bar? 

The Witness: In 1921. 

By Mr. MacGuineas: 

Q. You were specially retained by the Maritime 
Commission as counsel in connection with the affairs 
of the Maritime Commission and the Dollar Steam¬ 
ship Lines ? That is correct ? A. I have had two 
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separate employments of that type from the Mari¬ 
time Commission. 

Q. When were you so employed? A. My 
first employment as special counsel for the Mari¬ 
time Commission I believe was in October of 1937, 
and continued until the early part of May of 1938. 
I was again employed in that capacity the latter 
part of June of 1938, and served until I believe the 
end of October, 1938. 

Q. Were you also retained as counsel for Dol¬ 
lar of Delaware during a certain stage of [1560] 
these proceedings ? A. I was. 

Q. When was that? A. Following the ex¬ 
ecution of the Adjustment Plan and the supplement 
to the Adjustment Plan, but it had been completed 
and the agreement had been worked out, I was then 
employed by Dollar of Delaware to carry out the 
terms of the Adjustment Plan. 

Q. Mr. Laughlin, did you, in January of 1938, 
meet Mr. Kennedy in San Francisco? A. I 
did. 

Q. Can you fix the date of that? A. I can¬ 
not give you the exact date; I am sorry. 

Q. Did you arrange a meeting between Mr. 
Kennedy and Mr. R. Stanley Dollar? A. I 
did. 

Q. And where was that meeting held ? 

A. In my office in San Francisco. 

Q. At whose suggestion was the meeting called? 

A. I would say that it was at my suggestion, 
that I made that suggestion to Mr. Kennedy and 
he accepted it. 

Q. And were you present at the meeting be- 
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tween Mr. Kennedy and Mr. Dollar? A. I 
was. 

Q. Will you state the remarks which Mr. Ken¬ 
nedy then directed to Mr. Dollar at that [1561] 
meeting? A. In substance they were to the 
effect that previously there had been a proposition 
made to Mr. Dollar that there had been no final 
answer given; that the matter of the very difficult 
Dollar problem was one of great concern to the 
Maritime Commission; that Mr. Kennedy had come 
to San Francisco with certain of his associates to 
bring the matter to a head; that if Mr. Dollar de¬ 
sired to go ahead with the proposition that had 
previously been made to him, there was still time 
to do it, but there could be no changes or no dis¬ 
cussion, no further discussion of its terms; that 
if he did not desire to go ahead, that he was there 
with liis associates to proceed in other ways he 
thought necessary for the proper protection of the 
Government and the Government’s position. 

Q. At that meeting did Mr. Kennedy make any 
remark to Mr. Dollar with reference to the granting 
of a long-term subsidy to Dollar of Delaware? 

A. Not while I was present. The whole discus¬ 
sion, as far as subsidy was concerned, was directed 
to the granting of a six-month temporary operating 
differential subsidy, for the purpose of undertak¬ 
ing, during that six-month period, to further de¬ 
velop the facts and see if something could not be 
worked out in that six-month period for a final and 
ultimate solution. But nothing was said at all as to 
what that might be, and I don’t believe any- [1562] 
one there had any idea what it might be. 
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Mr. Harrison: I move to strike out the state¬ 
ment “and I believe no one” and following. 

Mr. MacGuineas: I consent to that. 

The Court: It may be stricken. 

By Mr. MacGuineas: 

Q. Following this meeting, Mr. Laughlin, did 
you arrange for Mr. Kennedy to make a radio 
broadcast address in connection with the shipping 
situation? A. I did that before that meeting, 
I believe. 

Q. And did he make such an address? 

A. He did. 

Q. After this meeting, or before? 

A. After this meeting. 

Q. And were you present when he made that 
address? A. I was present. 

Q. I show you, Mr. Laughlin, what purports to 
be a copy of the address of Joseph P. Kennedy, 
Chairman of the United States Maritime Commis¬ 
sion, San Francisco, January 7, 1938, over a nation¬ 
wide hookup of the National Broadcasting Com¬ 
pany, and direct your attention to the last para¬ 
graph on page 9 and its continuation on page 10 
and ask you whether or not Mr. Kennedy broad¬ 
cast those remarks at that time. 

Mr. Harrison: I object to the question as irrele¬ 
vant, incompetent, and immaterial. [1563] 

The Court: Sustained. 

Mr. Harrison: And, further, that the broadcast 
is no testimony. 

The Court: Sustained. 

Mr. MacGuineas: I will make an offer of proof 
by this witness, your Honor, that on January 8, 
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Mr. Kennedy made a broadcast from San Francisco 
in which he said, in effect, that the Commission had 
just reached an agreement with the Dollar inter¬ 
ests with regard to the continued operation in for¬ 
eign commerce; that under the agreement the line 
will be given a temporary operating subsidy, pend¬ 
ing an effort on the part of all interested parties to 
work out an ultimate solution of the problem; that 
this was not to be regarded as a permanent or sat¬ 
isfactory solution; that the solution would not pro¬ 
vide new capital which was necessary for the re¬ 
placement of obsolete vessels of the Dollar fleet. 

By Mr. MacGuineas: * 

Q. You have testified, Mr. Laughlin, that your 
first period of employment by the Maritime Com¬ 
mission terminated early in May, 1938, and that 
your second period began late in June, 1938. 

Now I will ask you whether during that period, 
when you were so employed by the Maritime Com¬ 
mission, you had anything whatever to do with 
the drafting or preparation of minutes of the [1564] 
meeting of the board of directors of Dollar of Dela¬ 
ware? A. Nothing whatsoever. 

Q. Did you at any time, during the period be¬ 
tween May of 1938 and up to the time in Septem¬ 
ber when you became counsel for Dollar of Dela¬ 
ware, did you at any time instruct Mr. Dollar as 
to what statements he should make at such direc¬ 
tors’ meeting, or what statements he should not make 
at such meetings ? A. I did not. 

Q. During that period, prior to your [1565] 
being retained by Dollar of Delaware, to what ex- 
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tent did you attend the meetings of the board of 
directors of Dollar of Delaware? 

The Court: Of course, the appearances that he 
made at these meetings, if he made any appear¬ 
ances, were, I assume, in his capacity as represent¬ 
ing the Maritime Commission, and they appear in 
the minutes as evidence. Is that right? 

Mr. MacGuineas: Well, I think it would be 
much easier, if it is of interest to the Court, to 
know the infrequency of his appearance, to have 
a statement, rather than to have to collate the vari¬ 
ous minutes. 

Very well; I will withdraw that question. 

By Mr. MacGuineas: 

Q. Mr. Laughlin, I show you this document, and 
ask you if you can identify it. 

Mr. Harrison: May I ask you what you are ex¬ 
hibiting to the witness ? 

Mr. MacGuineas: It is a document which is 
headed— 

The Court: Is it a document which is in evi¬ 
dence? 

Mr. MacGuineas: This document is not yet in 
evidence. 

Mr. Harrison: Then we would like to see it, if 
your Honor please. 

Mr. MacGuineas: May the witness identify it? 

The Court: You are showing the witness what 
purports to be what, for the record? 

Mr. MacGuineas: I am showing the wit- [1566] 
ness a copy of draft No. 2, headed “ Agreement Re¬ 
specting Adjust Plan of Dollar Steamship Lines, 
Incorporated, Limited.” 
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The Court: Can he identify it as such ? 

The Witness: Yes; this document— 

The Court: Can you identify it? 

The Witness: I can. 

The Court (to Mr. MacGuineas): If you want to 
proffer that, why don’t you just show it to counsel 
first? 

(The document was handed to counsel for 
plaintiffs.) 

By Mr. MacGuineas : 

Q. Mr. Laughlin, I read from the first page of 
the document, in pencil: 

“Received”—r-e-c-’-d, “from Dollar—July 21, 
1938.” 

And ask you to state in whose handwriting that 
notation appears? A. Mine. 

Q. Under what circumstances did that document 
come into your possession, Mr. Laughlin? 

A. I cannot tell you exactly. The probability is 
it was delivered to me by a messenger from Mr. 
Dollar’s office. 

Mr. Harrison: I move to strike the conclusion 
of the witness, if he doesn’t know how he got it, 
and his conclusion that it came from Mr. Dollar’s 
office by messenger being purely a conclu- [1567] 
sion. It happens we don’t think it was, and that is 
the reason we make the objection. 

The Court: Is there any question about the fact 
that he received it from Mr. Dollar? 

Mr. Harrison: Yes, sir. 

Mr. MacGuineas: May I pursue the inquiry? 

The Court: Yes. 
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Bv Mr. MacGuineas: 

Q. During the time you were preparing, draft¬ 
ing, and negotiating the various drafts of the ad¬ 
justment plan, was it customary for you to receive 
by messenger documents relating to the negotiations 
from Mr. Dollar? A. It was. 

Mr. Harrison: I submit, unless we know what 
the documents were—well, I will withdraw the ob¬ 
jection. 

The Court: I assume sundry documents of vari¬ 
ous characters were received during the course of 
the negotiations. 

The Witness: We were continuously sending 
over documents to the Dollar organization, and re¬ 
ceiving documents back and forth, during all that 
period of time. 

By Mr. MacGuineas: 

Q. Mr. Laughlin, I direct your attention to the 
various typewritten riders which are stapled on to 
certain pages of the draft, and ask whether you 
ever prepared those riders? A. I did not. 

Q. Did you have discussions with Mr. [1568] 
Dollar and others of his associates whom I will 
ask you to identify, with respect to the specific pro¬ 
visions of the proposed plan, which are set forth in 
these riders, these several riders ? A. The best 
answer I can give you to that, Mr. MacGuineas, is 
this: that after these various drafts were developed 
and submitted and they were received back with 
suggestions from other parties, they were the sub¬ 
ject of very, very many discussions, group discus¬ 
sions, discussions with their attorneys in my office, 
discussions with me in their attorneys’ office; and I 
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am unable to say exactly who was present at any 
of those meetings in connection with any specific 
discussion or in that way. 

The great majority of meetings were held [1569] 
in the Board room of Dollar of Delaware, and prac¬ 
tically all, I think, possibly without exception," were 
attended by Mr. Dollar, Mr. Lorber, and practically 
all by Mr. King, and many times Mr. Ferguson, 
and many times Mr. Hoover of the Anglo Bank, and 
at times Mr. Tharp, his attorney, and myself. 

At other times Mr. Ferguson would come to my 
office to discuss these various drafts. At times I 
would go to Mr. Ferguson’s office and we would 
discuss them there. 

Mr. Frank, I think, was present at a majority of 
those meetings. It would be impossible for me to 
tell you who was present—and many times there 
were two or three meetings a day—who was pres¬ 
ent at each separate meeting. 

But I know as these things came through, I would 
submit a draft, I would get their suggestions, we 
would go over it, certain of them would be ac¬ 
cepted and some of them would be modified, and 
the new draft would be submitted and again we 
would hold a meeting and go over those. 

I think that went on for quite a number of dis¬ 
cussions, as usually does in negotiations with at¬ 
torneys and parties interested in transactions of this 
kind. 

I cannot tell you today as to who was present 
when we discussed all of these suggested changes 
and amendments. I know that they were all dis¬ 
cussed very fully; I know that certain of them were 
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accepted, possibly a majority of their sugges- [1570] 
tions were accepted. I know that certain were re¬ 
jected. I know that certain, after discussion, were 
accepted in certain modified form. And ultimately, 
if you take all of those inserts, you will find that 
the next draft, they were either in there or in there 
in modified form; and we would proceed to another 
draft, and that same method of procedure would be 
followed. 

Mr. MacGuineas: I will offer the document in 
evidence as a defendants’ exhibit. 

The Deputy Clerk: Defendants’ Exhibit No. 80. 

(The copy of ‘ 4 Draft No. 2” was accord¬ 
ingly marked and received in evidence as De¬ 
fendants’ Exhibit No. 80.) 


[Defendants’ Exhibit No. 80 reads as fol¬ 
lows :] 

[Printer’s Note: Italics denote longhand no¬ 
tations :] 

Mr. Laughlin 

DRAFT No. 2 

AGREEMENT RESPECTING ADJUSTMENT 
PLAN OF DOLLAR STEAMSHIP 
LINES INC., LTD. 

Rec’d from Dollar 
July 21, 1938 

This Agreement dated July , 1938, by and be¬ 
tween: 

Dollar Steamship Lines Inc., Ltd., a Delaware cor¬ 
poration, hereinafter referred to as Dollar of Dela¬ 
ware; 


1785 


vs. Emory S. Land, et al 

Dollar Steamship Line, a California corporation, 
hereinafter referred to as Dollar of California; 

The Robert Dollar Co., a California corporation, 
hereinafter referred to as Robert Dollar Co.; 

Admiral Oriental Line, a Washington corporation 
hereinafter referred to as Admiral Oriental; 

Pacific Lighterage Corporation, a Maine corpora¬ 
tion; 

Olympic Refining Co., a Washington corporation; 

Dollar Wharf & Warehouse Company, a China 
Trade Act corporation; 

Dollar Terminal Steamship Company, a Nevada 
corporation ; 

R. Stanley Dollar; 

Keith R. Ferguson and Robert Dollar II, as Execu¬ 
tors of the Estate of John Harold Dollar, also known 
as J. Harold Dollar, deceased; 

H. M. Lorber; 

The Anglo California National Bank of San Fran¬ 
cisco, a national bank corporation, hereinafter re¬ 
ferred to as Anglo Bank; 

Mortimer Fleishhacker; 

Herbert Fleishhacker; and 

United States Maritime Commission, hereinafter 
referred to as the Commission; 

Witnesseth: 

The parties hereto are interested, directly and in¬ 
directly, financially and otherwise, in Dollar of Dela¬ 
ware, and deem the consummation of an Adjustment 
Plan respecting said company, substantially as here- 
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inafter outlined, to be mutually advantageous, and 
each of the parties hereto, in consideration of the 
premises and the mutual convenants and agreements 
of the parties hereto, [and in consideration of the 
granting of the operating-differential subsidy re¬ 
ferred to in said adjustment plan to Dollar of Dela¬ 
ware by the Commission and'] hereby respectively 
agree, with all reasonable dispatch, to do all of the 
things and take all the steps, acts and proceedings, 
and execute and deliver all certificates, documents, 
instruments and writings that it may legally do, take 
or execute and deliver and that may be necessary or 
proper on its or his part to accomplish or facilitate 
the consummation of the transactions and deeds re¬ 
ferred to and set forth in the Adjustment Plan here¬ 
inafter outlined. Said Adjustment Plan is as fol¬ 
lows: 

Adjustment Plan 
Dollar Steamship Lines Inc., Ltd. 

1. The following Class “B” stock (constituting 
all of such stock issued and outstanding) will be 
transferred to the Commission, or its nominee, free 
and clear of all liens and incumbrances: 

(a) Dollar of California. 1,872,210 shares 

(b) Robert Dollar Co. 227,790 shares 


Total. 2,100,000 shares 

2. The following Class “A” stock will be trans¬ 
ferred to the Commission, or its nominee, free and 
clear: 
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(a) Harold Dollar Estate. 24,107 shares 

(b) Stanley Dollar. 2,293 shares 

(c) H. M. Lorber. 9,174 shares 

(d) Mortimer Fleishhacker and 

family. 26,122 shares 

(e) Robert Dollar Co. 2,075 shares 

(f) Admiral Oriental. 122 shares 


Total.■. 63,893 shares 


3. All rights and interests of the pledger in and to 
the following Class “ A” stock will be transferred to 
the Commission or its nominee, subject to existing 
pledges, and during the existence of said pledges, the 
Commission, or its nominee, shall have the voting 
rights accruing to such stock and the pledgor and 
pledgees will duly execute and deliver to the Com¬ 
mission or its nominee, from time to time, whenever 
requested, irrevocable proxies, giving full, unre¬ 
stricted and unlimited rights to vote all such stock: 

Herbert Fleishhacker. 33,000 shares 

4. All rights and interests of the respective 
pledgors in and to the following Class “A” stock will 
be transferred to the Commission, or its nominee, 
subject to existing pledges and subject to option 


agreements referred to in paragraph 5 hereof: 

(a) Stanley Dollar. 33,600 shares 

(b) Harold Dollar Estate. 11,273 shares 

(c) Stanley Dollar, Harold Dollar and. 

Herbert Fleishhacker, jointly.. 6,660 shares 


Total. 51,533 shares 













1788 


B . Stanley Dollar, et al 


5. The Anglo Bank as pledgee and the respective 
pledgors of the Class “A” stock referred to in para¬ 
graph 4 above, will execute and deliver option agree¬ 
ments respecting such stock which shall provide: 

(a) For a period of five years from date, the Com¬ 
mission, or its nominee, shall have all voting rights 
accruing to the pledged ‘'A' 7 stock, and during such 
period no disposition shall be made of any such stock 
(other than by release to the Commission, or its 
nominee) except subject to the express right of the 
Commission to exercise all voting rights thereon, and 
during such period pledgor, pledgees and other 
holders of said stock will duly execute and deliver to 
the Commission, or its nominee, from time to time, 
whenever requested, irrevocable proxies, giving full, 
unrestricted and unlimited rights to vote all such 
stock. 

(b) For a period of five years from date, the Com¬ 
mission, or its nominee, shall have the right, at any 
time, to purchase and take over all rights and inter¬ 
ests of the pledgee, (including the rights and inter¬ 
ests of the pledgee in and to all collateral then 
pledged) upon payment of a sum equal to the balance 
due on account of the loan for which the “A ” stock 
is so pledged, and in such event to release such “A” 
stock from the pledge, and transfer the same to the 
Commission, or its nominee, free and clear. 

(c) During the period terminating five years from 
date, the pledged “A” stock shall be released and 
transferred to the Commission, or its nominee, free 
and clear, upon receipt by the pledgee of payments 
on account of the loan equal in the aggregate to $2.00 
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for each share of such “A” stock so pledged, from 
any source or sources, except only from the proceeds 
realized from the liquidation of pledged collateral, 
other than such “A” stock (including but not limited 
to any payments that may be made by the pledgor; 
or that may be made by the Commission, or its nom¬ 
inee, or their respective assigns); and during such 
period no disposition shall be made of any such stock 
(other than by release to the Commission, or its 
nominee) except subject to the express right of the 
Commission, or its nominee, to receive such stock free 
and clear when the aggregate of the payments on ac¬ 
count of the loan equals $2.00 for each such share. 

(d) For a period of five years from date, unless 
the “A” stock included in the pledge has been re¬ 
leased and transferred to the Commission, or its 
nominee, free and clear, no other collateral securing 
the pledge shall be released from the pledge, except 
for full consideration (the determination of the loan 
committee of the pledgee in this regard to be con¬ 
clusive), and no guarantee shall be released; and the 
Commission, or its nominee, shall have the right to 
full information respecting such pledge and all 
transactions affecting the same. 
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[Printer’s Note: Material printed in the left 
column consists in the original exhibit of type¬ 
written riders stapled to the page; the latter is 
printed in the right column.] 


6. The Management Agree¬ 
ment between Dollar of Califor¬ 
nia and The Robert Dollar Co. 
dated June 23, 1926 (to which 
Dollar of Delaware is the as¬ 
signee of Dollar of California) 
will be acquired from The Rob¬ 
ert Dollar Co. by Dollar of Cali¬ 
fornia and the latter will cause 
the same to be terminated and 
cancelled, and each party shall 
release the other from any and 
all liability thereunder. 

7. Dollar of Delaware will 
take over and assume all leases 
of The Robert Dollar Co. for 
space and premises acquired by 
The Robert Dollar Co. and used 
by it in the performance of its 
activities as managing agent un¬ 
der and pursuant to said man¬ 
agement agreement of June 23, 
1926. (exclusive of the office at 
Manila. P. I.) and Dollar of 
Delaware will secure the release 
of The Robert Dollar Co. from 
any and all liability under said 
leases. 

8. Dollar of Delaware will 
purchase, and Dollar of Califor¬ 
nia will acquire title from The 
Robert Dollar Co. and will sell 
to Dollar of Delaware all office 
furniture, office furnishings, of¬ 
fice fixtures and office equipment 
owned by The Robert Dollar Co. 
now situate in the premises sub¬ 
leased by Dollar of Delaware, 
also all automobiles owned by 
The Robert Dollar Co. and now 
being used by Dollar of Dela¬ 
ware, for the sum of $100,000. 
payable $35,000. in cash and 
$65,000. in preferred stock of 
Dollar of Delaware at the par 
value thereof. 


6. The management agree¬ 
ment between Dollar of Califor¬ 
nia and Robert Dollar Com¬ 
pany, dated June 23, 1926 (to 
which Dollar of Delaware is the 
assignee of Dollar of Califor¬ 
nia) will be terminated and 
cancelled by mutual consent. 


7. Dollar of Delaware will 
take over and assume all leases 
of Robert Dollar Company for 
space and premises acquired by 
Robert Dollar Company and 
used by it in the performance 
of its activities as managing 
agent under and pursuant to 
said management agreement of 
June 23, 1926. 


8. Dollar of Delaware will 
purchase, and Robert Dollar 
Company will sell, all office 
furniture, furnishings, fixtures, 
equipment and supplies ac¬ 
quired, owned and held by Rob¬ 
ert Dollar Company for the pur¬ 
pose of enabling it to handle 
its activities as such managing 
agent, including all automobiles 
so acquired, owned and held, 
for the sum of $100,000.00, pay¬ 
able $35,000.00 in cash, and 
$65,000.00 in preferred stock of 
Dollar of Delaware at the par 
value thereof. 
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9. Dollar of Delaware shall 
take into its employ all of the 
personnel of The Robert Dollar 
Co. engaged in managing agent’s 
activities, subject to the laws 
governing such employment, it 
being understood that there are 
no written express contracts of 
employment with any of the em¬ 
ployees. 


10. Dollar of Delaware will 
affirm and assume the existing 
leases between the Robert Dollar 
Co. and the owners of the Rob¬ 
ert Dollar Building, San Fran¬ 
cisco, California, dated April 1, 

1937 and the Commission will 
cause such leases thus assumed 
to be duly approved according 
to law. 

11. Dollar of Delaware will relinquish all rights 
to the use of the name “Dollar”, and all rights to use 
the Dollar flag and insignia within six months from 
the date of this agreement. 

12. The claim of Irving Frank against Dollar of 
Delaware for legal services will be adjusted by an 

agreement to accept and pay the sum of $. 

for all such services. 

13. Dollar of California, Admiral Oriental, Pa¬ 
cific Lighterage Corporation, Robert Dollar Com¬ 
pany and Olympic Refining Company will give such 
confirmations, receipts, releases and agreements as 
may be deemed necessary or proper to foreclose any 
attack on transactions that have been had in connec¬ 
tion with the debt adjustments referred to in the 
Compilation of February 17,1938, pages 22 to 25 in¬ 
clusive. 


9. Dollar of Delaware shall 
take into its employ all of the 
personnel of Robert Dollar 
Company engaged in managing 
agent’s activities, without any 
obligation to continue any of 
such personnel in its employ¬ 
ment; it being understood that 
there are no contracts of em¬ 
ployment whatever with any of 
such personnel and if there 
should be any such contracts 
Dollar of Delaware assumes no 
liability thereunder. 

10. Dollar of Delaware will 
affirm the existing lease for 
space in the Dollar Building, 
San Francisco. 
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14. The Commission and 
Dollar of Delaware will release 
Stanley Dollar and Dollar of 
California, its officers and di¬ 
rectors [stricken in pencil] 
from all liability as co-makers, 
guarantors or endorsers of the 
ship mortgage notes and will 
cause said notes and said mort¬ 
gages to be cancelled and de¬ 
livered to R. Stanley Dollar. 

15. Dollar of Delaware and 
the Commission will agree to 
hold R. Stanley Dollar, H. M. 
Lorber, (and all companies and 
persons other than the Matson 
companies), personally and as 
officers and directors of the Dol¬ 
lar Companies, harmless by rea¬ 
son of any personal guarantees 
they have given in connection 
with the agreement between Dol¬ 
lar of Delaware and Matson 
Navigation Company. (See Com¬ 
pilation, p. 29.) 

16. Dollar of Delaware and 
the Commission will agree to 
hold Stanley Dollar personally, 
and as an officer or director of 
Dollar of Delaware, harmless by 
reason of his personal guarantee 
of February 20, 1954, to Lon¬ 
don Steam-Ship Owners’ Mu¬ 
tual Insurance Association, Ltd., 
and will cause said guarantee to 
be cancelled on or before Au¬ 
gust 20, 1938. and assume any 
and all liability that Stanley 
Dollar now has or may have on 
account of such guarantee, and 
any other guarantees that Stan¬ 
ley Dollar may have made for 
an on behalf of Dollar of Dela¬ 
ware, and will do all things ne¬ 
cessary to cause said Associa¬ 
tion to release Stanley Dollar 
from said guarantee, including, 
if necessary, the substitution of 
a surety company guarantee. 
[In longhand]: save harmless 
Dollar shall have rt. to with¬ 
draw guarantee . 


14. The Commission and 
Dollar of Delaware will release 
Stanley Dollar and Dollar of 
California from all liability as 
co-makers, guarantors or en¬ 
dorsers of the ship mortgage 
notes. 


15. Dollar of Delaware will 
agree to hold Stanley Dollar 
and H. M. Lorber harmless by 
reason of any personal guaran¬ 
tees they have given in connec¬ 
tion with the agreement between 
Dollar of Delaware and Matson 
Navigation Company. (See Com¬ 
pilation, p. 29.) 


16. Dollar of Delaware will 
agree to hold Stanley Dollar 
harmless by reason of his per¬ 
sonal guarantee of February 20, 
1934, to London Steam-Ship 
Owners’ Mutual Insurance As¬ 
sociation, Ltd., and will make 
application to said Association 
to release Stanley Dollar from 
said guarantee, and if it should 
be necessary to accomplish such 
result Dollar of Delaware will 
undertake to obtain a surety 
company guarantee as a substi¬ 
tute for said personal guarantee 
of Stanley Dollar and if it 
should be able to obtain such 
substituted guarantee it will do 
so and thereby effect such sub¬ 
stitution. 

[Marginal note in longhand: 
No . 
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17. Dollar of Delaware, the 
Commission and Stanley Dollar 
individually and as an officer 
and director, and Dollar of 
Delaware, the Commission and 
H. M. Lorber, individually and 
as an officer and director, will 
give mutual releases of and 
from all claims based upon past 
transactions. 

18. The Commission, The 
Anglo Bank, Dollar of Califor¬ 
nia, Dollar Wharf & Whse., and 
Dollar of Delaware will take all 
action and proceedings neces¬ 
sary or proper to effect an ex¬ 
tension of their outstanding Fill¬ 
more & Johnson mortgages for 
a period of one year without 
amortization. 


17. Dollar of Delaware and 
Stanley Dollar, and Dollar of 
Delaware and H. M. Lorber will 
give mutual releases of and 
from all claims based upon past 
transactions. 

[Marginal note in longhand] 
OX. 


18. [The Commission ], The 
Anglo Bank Dollar of Califor¬ 
nia, Dollar Wharf & Warehouse 
Company, and Dollar of Dela¬ 
ware will take all action and 
proceedings necessary or proper 
to effect an extension of their 
outstanding Fillmore - Johnson 
mortgages for a period one year, 
without amortization, and so as 
to provide that the right of the 
mortgagees shall be limited to 
the collateral. 

[Marginal note in longhand] 
OX. 


19. The Anglo Bank, Dollar Terminal Steamship 
Company and the Commission will take all action and 
proceedings and give all consents that may be 
necessary or proper to effect the cancellation of the 
indebtedness of Dollar of Delaware to Terminal 
Steamship Company. (See Compilation, p. 23(c).) 

[Marginal note in longhand] O.K. 


20. The Anglo Bank and Dollar of Delaware will 
modify the existing amortization schedule for the 
payment of the bank loan so as to provide that the 
payment due on June 13, 1943, shall be $125,000 in¬ 
stead of present provision for $225,000. 

[Marginal note in longhand] O.K. 

21. Dollar of Delaware will take all steps and pro¬ 
ceedings and will execute and deliver all mortgages 
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and other instruments that may be necessary or 
proper to accomplish the following: 

(a) Obtain a five year operating differential sub¬ 
sidy from the Commission. 

(b) Obtain a loan of approximately $1,500,000. 
from the Commission for the purpose of meeting the 
expense of repairing and rehabilitating its vessels; 
and 

(c) Obtain a loan of not less than $2,000,000. from 
the Reconstruction Finance Corporation for operat¬ 
ing capital. 

22. The Class “A” and “B” stock to be trans¬ 
ferred to the Commission, or its nominee, free and 
clear or subject to existing pledges, the option agree¬ 
ments relating to the Class “A” stock to be trans¬ 
ferred subject to existing pledges, and the instru¬ 
ments necessary or proper to accomplish the objec¬ 
tives and results set forth in paragraphs 1 to 20, in¬ 
clusive, shall forthwith be deposited in escrow and 
the same shall be. delivered to the respective parties 
entitled thereto when and if the subsidy agreement 
referred to in paragraph 21 above has been entered 
into and the loans so referred to have been made, or 
firm commitments therefor have been obtained. 
Dollar of Delaware shall pay all escrow fees and all 
stock transfer taxes that may be incurred in connec¬ 
tion with the above transactions. 

In Witness Whereof, the individual parties have 
executed fifteen counterpart originals of this agree¬ 
ment by affixing their respective signatures thereto, 
and the other parties have caused such counterparts 
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to be executed by their respective duly authorized 
officers or representatives. 

[Printer’s Note: Signature spaces to Exhibit 

80 follow and have been omitted.] 

* * * * * 


By Mr. MacGuineas: 

Q. During these negotiations on the various 
drafts, Mr. Laughlin, how much if any discussion 
was there of the transfer of the A and B stock to 
the Maritime Commission, in terms of vesting vot¬ 
ing control in the Maritime Commission? 

Mr. Harrison: I submit that unless the witness 
will testify to the conversation and give us the time 
and the place and the parties who were present, it 
represents his conclusion and argument, and I ob¬ 
ject to a question of that kind. 

The Court (to Mr. MacGuineas): What do you 
say to that? 

Mr. MacGuineas: I am asking him if any [1571] 
statement was ever made at any of a series of 
meetings. 

The Court: You should fix the time and place, 
if he knows. You say a “series of meetings.” That 
covers a very wide range, Mr. MacGuineas. That 
may start away back in April and wind up until 
whenever it was that Mr. Laughlin left the Maritime 
Commission, some time in October. 

By Mr. MacGuineas: 

Q. During the period when you first began to 
discuss with the Dollar people the draft of the 
Adjustment Agreement, beginning about June 21, 
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until August 15, 1938, when the Adjustment Plan 
was dated, at those meetings, with Mr. Dollar and 
his associates, were any remarks made by them 
characterizing the transfer of the A and B stock in 
terms of voting control or voting trust? 

Mr. Harrison: If your Honor please, I [1572] 
don’t know what the answer is supposed to be, but 
if we are going to ask for admissions and conver¬ 
sations, I submit the parties and the time and place 
must be fixed. 

Mr. MacGuineas: Your Honor will recall Mr. 
Dollar was permitted to testify, “We always talked 
about voting trusts.” 

The Court: You are leading the witness. 

Mr. Harrison: That is not a correct observa¬ 
tion, your Honor. 

The Court: What is that? 

Mr. Harrison: I don’t think that is a correct 
observation, may it please the Court. 

The Court: My observation is that you are lead¬ 
ing the witness, that you are asking a leading ques¬ 
tion. I assume you are seeking to secure from the 
witness anything in the nature of statements made 
by Mr. Dollar which would indicate a viewpoint he 
had of what the ultimate effect of the agreement 
was. I will exclude it. 

By Mr. MacGuineas: 

Q. During these meetings, beginning in June, 
June 21, and continuing until August 15, did Mr. 
Dollar speak of pledging the A and B stock to the 
Commission? 

Mr. Harrison: The same objection, may it please 
the Court. 
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The Court: Mr. Laughlin, did you draw the so- 
called adjustment agreement of August 15, [1573] 
1938? 

The Witness: I don’t believe it could be said 
just that way. I did prepare the successive drafts. 
I prepared the first draft and it went through sev¬ 
eral drafts. I prepared the first draft and submitted 
it to the Dollar group, the Fleishhackers, and the 
Anglo Bank group, and the others that were inter¬ 
ested, and then we held a meeting and went over it 
and made modifications. 

The Court: When you say, “We held a meet¬ 
ing,” will you please identify the individuals present 
at the meeting and when that meeting was held, as 
nearly as you can recollect. 

The Witness: It is impossible for me to do that, 
your Honor. I would say there were dozens of meet¬ 
ings held during that period of time, some of them 
twice a day. 

The Court: I am assuming there must have 
been a meeting held at some time when the final 
draft was reached and written. 

The Witness: There was. 

The Court: And that was presumably submitted 
to the parties in interest? 

The Witness: I didn’t get that. 

The Court: I say that was presumably submitted 
to the parties in interest? 

The Witness: That is correct. 

The Court: Mr. Laughlin, in that state, August 
15, 1938, having that date in mind for the purpose 
of refreshing your recollection, and having [1574] 
also in mind the question asked with reference to 
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the execution of the final instrument or final draft, 
can you tell me where the meeting was held with 
respect to its execution, and who was present at 
that meeting? 

I don’t mean everybody. I mean the individuals 
involved in this controversy. 

The Witness: I think the best answer I can 
give to that, your Honor, is this: That after it had 
gone through many, many successive drafts, I was 
called back to Washington just prior to the time it 
was executed, and sat down with the Maritime Com¬ 
mission and went over all of the requests that the 
Dollar group had made, and all the ideas that the 
Commission had made. And that finally then, work¬ 
ing with their attorneys and working with the Com¬ 
mission itself, the agreement was put into a form 
that was satisfactory to the Maritime Commission 
and was approved ofiicially by the Maritime Com¬ 
mission; and I then telegraphed the people in San 
Francisco that it had been done; and I was leav- 
ing by plane, and if they would meet me, I would 
submit it to them. And when I arrived there, I 
think we held a meeting that all the interested par¬ 
ties attended. I would say they were all interested 
and all awaiting it. I would say, I would be satisfied, 
that at this meeting— 

The Court: Let me ask you this question— 

The Witness: They were there and agreed to it 
at that time. 

The Court: When you say they were [1575] 
there, the interested parties, do you mean Mr. R. 
Stanley Dollar was present? 

The Witness: I do. 
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The Court: And Mr. Ferguson and Mr. Robert 
Dollar II, as executors of the estate of J. Harold 
Dollar? 

The Witness: I think it would be safe to say Mr. 
Ferguson was there. 

The Court: And Mr. H. M. Lorber? 

The Witness: I am almost certain. 

The Court: And was the Anglo National Bank 
represented? 

The Witness: Definitely they were represented, 
and probably certainly by Mr. Paul Hoover, prob¬ 
ably by Mr. Hoover and Mr. Tharp both. 

The Court: And was either of the Fleishhaekers 
present? 

The Witness: They were not. They were repre¬ 
sented, in a way, the go-between there, to a certain 
extent, was Mr. Paul Hoover of the Anglo Bank. 

Mr. Harrison: I move to strike the answer as to 
the representation in a way. 

The Court: My question was—and I don’t think 
your answer was responsive—was Mr. Mortimer 
Fleishhacker or Mr. Herbert Fleishhacker present? 

The Witness: They were not. 

The Court: And your answer was no, I [1576] 
take it. But you represented the Maritime Commis¬ 
sion in your special capacity? 

The Witness: That is correct. 

The Court: Was anything said by any of the 
parties at that time with respect to the so-called 
giving up of the stock by the interests we have men¬ 
tioned ? 

The Witness: Not that I recollect. 

Mr. MacGuineas: In connection with my previ- 
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ous question, may I respectfully direct your Honor’s 
attention to a question posed by Mr. Harrison at 
transcript page 873, to Mr. Dollar? 

4 6 Now, in the course of your discussions with Mr. 
Laughlin concerning the form of the Adjustment 
Plan, was there any time you can recall when there 
was any use of the term ‘sale,’ or ‘purchase?’ 

“Answer: No, sir.” 

The Court: You didn’t ask him that question. 

Mr. MacGuineas: Can’t I ask him— 

The Court: You can ask him whether or not he 
ever had a conversation with Mr. Dollar about the 
stock and whether or not there was any discussion 
or characterization of it as either a sale or purchase, 
or what? 

Mr. MacGuineas: Can’t I ask if it was char¬ 
acterized as something else? 

The Court: Let him tell us what it was [1577] 
characterized as, if it was characterized. I don’t 
want you to lead the witness. 

Mr. MacGuineas: I appreciate that. But it may 
also be material as to whether or not it was char¬ 
acterized as something. 

The Court: Ask him the question whether there 
was any characterization; and, if there was none, 
that may be material; and, if there was, let him 
tell us. 

By Mr. MacGuineas: 

Q. Was there any characterization, by Mr. Dol¬ 
lar or by Mr. Lorber or by Mr. Ferguson, of the 
nature of the so-called transfer of the A and B 
stock to the Commission, at these many meetings 
you testified you had with them in the drafting of 
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the Adjustment Plan? 

A. As far as Mr. Dollar and Mr. Lorber were 
concerned, I would say nothing more than it was 
going to be transferred free and clear of all liens 
and encumbrances, except for certain stock that 
was pledged at the Anglo Bank which would be 
taken subject to certain existing pledges. I think 
that as far as Mr. Ferguson, their attorney, was 
concerned, possibly it went somewhat further in 
preparing the presentation to the court. 

Mr. Harrison: I move to strike that, may it 
please the Court. 

Mr. MacGuineas: That is already in [1578] 
evidence. 

By Mr. MacGuineas: 

Q. But in their conversations with you did Mr. 
Dollar or Mr. Lorber or Mr. Ferguson use the 
word “pledge?” 

A. Never—except in connection with the discus¬ 
sion of the stock that was pledged at the Anglo 
Bank, which of course referred to the pledge of 
that stock that was at the Anglo Bank. 

Q. Did Mr. Dollar or Mr. Lorber or Mr. Fergu¬ 
son, at those discussions with you, use the words 
“voting trust 77 or “voting control? 77 

A. Never. 

Q. Mr. Laughlin, I show you paragi’aph 23-D of 
the Adjustment Plan of August 15, which appears 
in the second Blue Book beginning at page 109, 
and the paragraph to which I will make reference 
appears on page 116 of the second Blue Book; and 
I will ask you to read over paragraph 23-D to 
yourself. 
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Mr. Harrison: What is this? Is it the agree¬ 
ment of August 15? 

Mr. MacGuineas: Yes. 

The Court: You say 23-D? 

Mr. MacGuineas: That is correct, your Honor, 
on page 116. 

By Mr. MacGuineas: 

Q. I ask you whether or not you placed [1579] 
that provision in the Adjustment Plan? 

Mr. Harrison: Well, if your Honor please, no 
one man can place a provision in an agreement. I 
submit if there was any conversation of the parties 
present, that might be properly shown. 

The Court: How material is it if he placed it? 

Mr. MacGuineas: This, your Honor, is the para¬ 
graph as to which the Court of Appeals made ob¬ 
servation as having a bearing. 

The Court: I know, and I will go farther than 
the Court of Appeals has gone, that everything in 
that agreement has a bearing on its construction. 
This case went to the Court of Appeals on a very 
narrow issue, I understood, and that was whether or 
not the Court was right in dismissing the action 
with prejudice sui sponte on the theory it was a 
suit against the United States. Isn’t that right? 

Mr. MacGuineas: Yes; but the Court made ob¬ 
servations which counsel for the plaintiffs have 
quoted as pertinent. 

The Court: I am not going to be bound by ob¬ 
servations made by the Court of Appeals on mat¬ 
ters not before it. A matter is going to be tried by 
this Court. Now, eventually I presume if it gets 
to the Court of Appeals—and I suppose it will, no 
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matter which way it goes here—then the Court of 
Appeals can make whatever observations on it they 
please. Excluded. [1580] 

By Mr. MacGuineas: 

Q. Mr. Laughlin, were there conversations be¬ 
tween you and Mr. Dollar and Mr. Lorber and Mr. 
Ferguson with respect to the inclusion of Para¬ 
graph 23-D in the Adjustment Plan? 

A. Not that I remember. I put that in, at my 
own initiative, and said it. 

The Court: Just a minute. All that answer may 
be stricken, except that part in which the witness 
has said there was no conversation. Then you can 
proceed and ask as to how it got in. 

By Mr. MacGuineas: 

Q. Will you state the circumstances under which 
Paragraph 23-D got into the agreement? 

Mr. Harrison: I submit if there were no conver¬ 
sations between this witness and the plaintiffs or 
their predecessors, the evidence cannot be material, 
and I object to it. 

The Court: I raised the same objection on my 
own motion a moment ago. How material is it? I 
am assuming now that Mr. Laughlin finally pre¬ 
pared the final draft that was signed, and he did 
that as the result of a lot of backing and filling on 
the part of the Commission and on the part of the 
individuals involved on the other side. Isn’t that 
correct? 

The Witness: That is correct. 

The Court: And finally you came back [1580-A] 
with something everybody agreed on; and the only 
difficulty, and the reason why we are here, is that. 
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everybody doesn't agree as to the import of what 
was done. 

In other words, you take the position, as the 
representative of the Government, that what was 
done was an absolute transfer free and clear of all 
encumbrances of the stock interests in A and B, 
and the other side claims it was a pledge. How ma¬ 
terial is it to have this witness testify as to when 
this clause went in? It is in. 

Mr. MacGuineas: That isn’t my point, your 
Honor. It is in. 

The Court: Or as to why. 

Mr. MacGuineas: That is the point I wish to 
make. 

The Court: If it reflects back on the attitude or 
state of mind of the individual parties in this ease, 
it has some bearing; if not, it doesn’t. 

Mr. MacGuineas: Doesn’t it have a bearing on 
the part of the other side to this controversy, the 
Maritime Commission? 

The Court: I will take the language used, as its 
attitude. In other words, gentlemen, I want to make 
this clear. I have been proceeding patiently, I think, 
in allowing both sides to go far afield in order that 
the whole picture might be shown. There is such a 
thing as putting in too much detail, so that as a 
consequence you lose the perspective. That some¬ 
times happily is what happens from the [1580-B] 
viewpoint of counsel. 

In other words, you are trying to convince me, 
as a Court, as to the validity of your point of view; 
both sides are trying to do that. As I have indicated, 
I am broadly tolerant with respect to the introduc- 




vs. Emory S. Land, et al 1805 

tion of evidence. From now on I am going to slow 
down both sides. 

Mr. MacGuineas: If I may be permitted to 
state an offer of proof— 

This witness, if permitted to testify, would state 
that he drafted Paragraph 23-D, on his own initia¬ 
tive, because he intended thereby to negative any 
possible implication or implied obligation which 
the Dollar interests might urge could be read into 
the contract that the Commission, notwithstanding 
this absolute transfer of stock, had some obliga¬ 
tion to retain that stock for at least a particular 
period of time. 

The Court: Well, Mr. MacGuineas, are you ask¬ 
ing me to construe counsel's opinion at this time, 
or to construe the paragraph 1 ? 

Mr. MacGuineas: I am asking Your Honor to 
construe the paragraph in the light of the circum¬ 
stances under which it was written. And if I may 
be permitted to continue my offer of proof— 

That this witness would further testify [1580-C] 
that at the time he had been conducting negotia¬ 
tions, on behalf of the Maritime Commission, with 
the Matson Navigation Company, which contem¬ 
plated or might contemplate a sale of this stock 
by the Maritime Commission to the Matson Navi¬ 
gation Company, upon the consummation of this 
agreement; and that such an acquisition of interest 
in the Dollar Company by the Matson Company 
had been expressed and was known to him at this 
time as likely to result in a drastic diminution of 
the employees of the Dollar Line, and that in order 
to avoid any implied obligation of the Commission 
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to hold the stock, and as that, would involve re¬ 
taining the Dollar Line employees, he inserted this 
paragraph. 

The Court: Excluded. 

We will recess for 5 minutes, gentlemen. 

Does that conclude your examination of Mr. Lau- 
ghlin, Mr. MacGuineas ? 

Mr. MacGuineas: No, Your Honor, if I may be 
permitted to review the matter during the recess. 

The Court: All right. 

(Following the recess:) 

By Mr. MacGuineas: [1581] 

Q. Mr. Laughlin, during this period of the nego¬ 
tiations of the adjustment plan—that is, from June 
till September. 1937—were you having any nego¬ 
tiations on behalf of the Maritime Commission with 
the Matson Navigation Company with respect to 
the Dollar Line? A. I don’t know whether 
you would call them negotiations, I was having 
some discussions. 

Q. What was the nature of those discussions ? 

Mr. Harrison: I submit the discussions with 
Matson Navigation Company, whatever they may 
be. are certainly not binding upon any plaintiff in 
this rase. 

The Court: That is the first time that Matson 
Navigation Company has been brought into this 
rase since the first day. And I say, how material 
is any discussion that Mr. Laughlin may have had 
with Matson in re Dollar? 

Mr. MacGuineas: I can only offer my assurance 
that in my opinion, I deem it material to the inter¬ 
pretation of the contract. 
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The Court: Tell me why you deem it material? 

Mr. MacGuineas: This relates to the proper 
interpretation of paragraph 23-D of the contract. 

The Court: Is this an aid to interpretation you 
are presenting me with in the form of [1582] 
evidence ? 

Mr. MacGuineas: I deem it so, yes, Your Honor. 

The Court: Well, I do not think this needs any 
aids. I think it is quite categorical as to what it 
means. The Commission shall have no duty or 
obligation to make any payments, loans, or advances 
whatever to Dollar of Delaware, or to any creditor 
of said company, or otherwise, except only in such 
amounts and under such terms and conditions as 
may be expressly provided in said subsidy and loan 
agreements, nor shall it have any duty or obliga¬ 
tion whatever to continue or to provide for the 
continuation of the operations, or any part of the 
operations, of Dollar of Delaware, except as may 
in said agreements be expressly provided, nor shall 
it have any duty or obligation to continue to hold 
any stock or any interest in or to any of the stock 
of Dollar of Delaware which it may acquire under 
the terms and provisions hereof or otherwise. 

Mr. MacGuineas: Were it not for the fact that, 
as I understand it, plaintiffs rely upon the com¬ 
ments of the Court of Appeals as to the proper 
interpretation of that paragraph. 

The Court: I am not relying upon the comments 
of the Court of Appeals for the proper interpreta¬ 
tion of that paragraph. That may be heresy, but 
that is the fact. The Court of Appeals did not solve 
this case on its merits, they sent it back for trial to 
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District Court, is that not right, gentlemen? That 
is why we are here. Excluded. 

Mr. MacGuineas: I have no further [1583] ques¬ 
tions. 

Cross-Examination 
By Mr. Harrison: 

Q. Mr. Laughlin, referring to the conversation 
to which you have testified in January of 1938, at 
which Mr. R. Stanley Dollar and Chairman Ken¬ 
nedy were present, will you state whether there 
were others present during part of that conference? 

A. Yes, there were. 

Q. Mr. Truitt was there, was he not ? 

A. Mr. who ? 

Q. Mr. Truitt. A. Yes. 

Q. And Mr. Aulsbrook? A. Yes. 

Q. It is a fact, is it not, Mr. Laughlin, that 
during part of that period, when the conference was 
in progress, you were elsewhere in your office pre¬ 
paring the memorandum agreement, or letter agree¬ 
ment of January 7, 1938? A. I don't think I 
did that, Mr. Harrison. I think that was done by 
others. I might have been. It's possible that I was 
not present all the time that Mr. Dollar and Mr. 
Kennedy were together. 

Q. You did not relate in your direct examina¬ 
tion all of the conversation that occurred at that 
time, did you? A. I only gave the [1584] 
substance on that one point to which my attention 
was directed. 

Q. Isn't it a fact, Mr. Laughlin, that during the 
course of that conversation, Mr. Dollar asked Mr. 
Kennedy about a million dollar loan for repairs, 
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that was not found in the letter which was signed? 

A. I don’t recollect. 

Q. Do you recollect whether at that meeting 
Commissioner Truitt said that the million dollar 
loan would be taken care of, or words to that effect? 

A. No. 

Q. And do you recall whether Chairman Ken¬ 
nedy had any statement with respect to taking care 
of the loan for repairs, in one way or another, or 
words to that effect? A. I don’t. 

Q. Who, in fact, did prepare the letter of Janu¬ 
ary 7, 1938, or draft it? A. My best recollec¬ 
tion is that it was a group got together, and I 
thought of both the Commission group, and the 
Dollar group. But I think that the language was 
probably pretty much controlled at that time by 
Mr. Aulsbrook, that’s my best recollection. 

Q. Mr. R. Stanley Dollar didn’t actually partici¬ 
pate in the preparation of the letter, did he. 

A. I don’t know whether he was there while 
it was being dictated or drafted or not. [1585] 

Q. Do you recall whether anyone requested Mr. 
Dollar to send to the office to get letterheads? 

A. No. 

Q. Do you recall whether it was said, or would 
you say it was not said? A. I don’t recollect 
that at all. 

Q. Was it in fact typed on a Dollar Company 
letterhead? A. That I don’t remember. 

Q. After the letter was prepared, do you remem¬ 
ber whether there was any discussion concerning 
the contents? A. I do not. 

Q. Would you say that it was discussed in your 
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presence at all, or not? A. I think it prob¬ 
ably was. 

Q. At that time, did you recall Mr. Dollar mak¬ 
ing the suggestion that he discuss the form of the 
letter with his associates? A. No. 

Q. Do you recall whether he made any statement 
at that time that he would like to present it to 
counsel for Dollar of Delaware? A. No. 

Q. Was Mr. Irving Frank present at the meet¬ 
ing? A. No. [1586] 

Q. Was Mr. Keith Ferguson present? 

A. No. 

Q. Was any attorney representing the Dollar 
interests, or any of them, present? A. No. 

Q. Did anyone at the meeting suggest that there 
be counsel present? A. No, not to my recol¬ 
lection. 

Q. Calling your attention now, Mr. Laughlin, to 
certain drafts that were prepared of the adjustment 
plan, I, for convenience, will endeavor to expedite 
the questions. I will show you a series of documents, 
which are numbered Plaintiffs’ Exhibit 123, 124, 
125, and 132. 

I wonder if you would mind just glancing at 
them, so that you will know what they are. There 
is one more in that series. Would you mind putting 
it on the bottom, Number 136? 

(The exhibits were handed to the witness.) 

The Court: That is the Maritime Commission’s 
meeting of August 7, 1938? 

Mr. Harrison: No, it is the last draft of the 
adjustment, plan. 
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The Court: 136, did you say? 

Mr. Harrison: 136, Your Honor. 

By Mr. Harrison: [1587] 

Q. Mr. Laughlin, are you able to state from 
such examination as you have now made of those 
exhibits as to whether those are all of the drafts 
that were prepared of the so-called August 15 ad¬ 
justment plan? A. No, I can't state that they 
were all. Let's see. There was the original one, 
and after that first conference—this unquestionably 
is the first one. (Indicating.) 

I have no doubt that this was the second one. 
(Indicating.) And no doubt this was the third one. 
(Indicating.) No doubt that this one called “2-A” 
was the fourth one. (Indicating.) And then, I am 
sure that there were others after that. 

Q. After Plaintiffs' Exhibit 136? 

A. After this 2-A. 

Q. That is, in addition to Plaintiffs' 136? 

A. That is not a draft. I think that refers to 
Draft 3. Draft 3 isn't here. 

Q. Let's see if I have Draft 3. A. This 
was just a memorandum relating to another draft, 
as I think certain suggestions made by the Commis¬ 
sion to go into the third draft. 

Q. May I ask whether that is the third draft? 

A. That is—it wouldn't be the third draft, it 
would be the fifth or sixth. [1588] 

Q. I have shown the witness Plaintiffs’ Exhibit 
132. A. I would think that would be— 

Q. Plaintiffs' Exhibit 136. A. This last is 
certain suggestions that relate to what is termed 
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here Draft Number 3, but as we have gone through 
it, probably the fifth or sixth draft. 

Q. And these suggestions referred to in Plain¬ 
tiffs’ Exhibit 136 contained the suggestions which 
resulted in the final form of the agreement? Is that 
correct? A. No, no. There were certain sug¬ 
gestions here that I received in the Maritime Com¬ 
mission, and in accordance with my procedure, as 
soon as I received them, I sent them to the other 
party, to show them what the Maritime Commission 
had in mind, and I imagine that many of these, or 
practically all of these, went into a later draft. 
But that wasn’t the final draft. 

Q. Very well. 

Now, referring to Plaintiffs’ Exhibits 123, 124, 
125, 131, 132, and 136, I will ask you if it is a fact, 
Mr. Laughlin, that you prepared each of those 
drafts yourself? A. In one sense, yes. In 
another sense, no. 

Q. I am not speaking now as to whether you 
had discussions with other people concerning them, 
but whether physically you prepared each of [1589] 
them ? A. Physically, I think they were typed 
in my office, incorporating the suggestions I re¬ 
ceived. Much of that material was furnished to me 
by them, and put in the places agreed to. 

Q. Would you point out one of the changes 
made from the time of the first draft, proposed, 
that was presented to you by plaintiffs, or prede¬ 
cessors ? 

The Court: How material is that, Mr. Harrison? 

Mr. Harrison: I merely wish to make the case, 
which I think is a fact, Your Honor, that actually 
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the drafts were all prepared by Mr. Laughlin, that 
in part they represented his drafting, and in part 
Mr. Bon Geaslin’s, who instructed Mr. Laughlin 
by wires and teletypes in evidence here as to what 
to put into these agreements. 

The Court: Be that as it may, then he com¬ 
municated the changes to the other side, and they 
either acquiesced, or they didn’t, and finally, both 
•sides came out with the agreement of August 15, 
1938. 

Mr. Harrison: This does relate to a rule of 
construction, if Your Honor please, and I believe 
Your Honor will find the authority to support the 
rule, that where documents are prepared by one 
side for consideration of the other, a presumption 
is indulged in in favor of the latter. 

The Court: If that is the situation, then why 
interrogate the witness further on them? [1590] 

Mr. Harrison: Very well. I just want to clear 
up one thing with the witness. I think he is in error 
about something. 

By Mr. Harrison: 

Q. Calling your attention, Mr. Laughlin, to the 
fact that Plaintiffs’ Exhibit 136 is dated July 28, 
will that note refresh your recollection as to the 
fact that you were then in Washington, and that 
it was approved, the final form, on August 2? 

A. I might be mistaken, Mr. Harrison, but my 
recollection, my best recollection, is that on that 
date I received certain suggestions in regard to 
the last draft from the Maritime Commission. 

Mr. MacGuineas: On what date, please, Mr. 
Laughlin? 




1814 


R . Stanley Dollar, et al 


The Witness: What date? 

Mr. Harrison: July 28. 

The Witness: July 28, and I prepared a memo¬ 
randum of that kind, and submitted it to the in¬ 
terested parties, as to what I had received. As soon 
as I got anything, I let them know what their views 
were, as I did the Maritime Commission, and then 
I think that it was later that I went to Washington, 
and I think I discussed all of those matters with 
the different people interested, and had their views, 
and presented them to the Maritime Commission 
when I came back, and it was later that there [1591] 
was another redraft made at that time. 

The Court: Mr. Laughlin, the question was, 
with the exhibit to refresh your recollection, would 
it lead you to conclude that you were in Washington 
on the 28th day of July, 1938, rather than San 
Francisco ? 

The Witness: No, it would be the other way 
around. I might have been there, but it is not my 
best recollection. 

By Mr. Harrison: [1592] 

Q. You do recall, do you not, Mr. Laughlin, 
that you were in Washington August 2, when the 
agreement was approved? A. That’s right. 

Q. So that at least it is true that within a day 
or so after this you did go to Washington? 

A. That’s right. 

Q. And with that fresh in your mind, would you 
not agree now that this was the last draft, before 
the final form was approved, Plaintiffs’ Exhibit 
136? A. That is not a draft at all, that was 
just a memorandum with some suggestions. 
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Q. All the suggestions contained therein were 
incorporated in the final draft, were they not? 

A. That I would have to check to see. 

Q. In other words, the documents will tell us 
best ? A. Yes. 

Q. There is one more thing I would like to show 
you, Mr. Laughlin. You testified concerning De¬ 
fendants 7 Exhibit 80, which I hand you. I show 
you another document which is similar in form, 
Mr. Laughlin. I will ask you if you can state whose 
handwriting that is in, Defendants’ Exhibit 80? 

A. No. 

Mr. McGuineas: Mr. Harrison, may I be per¬ 
mitted to inspect that document? 

(The exhibit was handed to Mr. [1593] Mc¬ 
Guineas.) 

The Court: May I be permitted to inquire the 
purpose of the question? 

Mr. Harrison: I think I may be able to correct 
Mr. Laughlin 7 s recollection, that document 80 did 
not come from Mr. Dollar’s office, if you please. 

The Court.: That is the one there was a question 
on, as to when he received it? 

Mr. Harrison: Yes, Your Honor, and from where 
he received it, and under what circumstances. 

The Witness: I am perfectly certain we did, 
Mr. Harrison. 

By Mr. Harrison: 

Q. I will ask you some questions about it in a 
minute, Mr. Laughlin. Showing you Defendants’ 
Exhibit No. 80, Mr. Laughlin, I ask you if you 
know whose handwriting that is in? A. I do 
not. 
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Q. Also showing you the memorandum on it “re¬ 
ceived from Mr. Dollar, July 21, 1948, ” I will ask 
you to inspect that at right angles and state whether 
or not it is not true that a part of that appears in 
one kind of writing, and another part in another? 

A. Both of it is mine, Mr. Harrison. 

Q. Written at the same time? A. I [1594] 
doubt it. Do you want me to explain the situation? 

Q. Surely. A. I had in my office such a 
mass of documents and drafts and extra copies that 
when the—at times I would go through and discard 
all except one copy, and put a memorandum of 
dates, so they would be filed chronologically. I 
wouldn't be even certain that that is the correct 
date. They were done for my office purposes of 
arranging them in a file of the successive drafts. I 
kept one copy of each draft. 

Q. Do you recall when you wrote the date on 
this? A. No, I don't. 

Q. Or when you wrote the note “received from 
Dollar*'? A. No, I don't. I imagine—well, I 
will just leave that alone. 

Mr. Harrison: No further questions. 

Mr. McGuineas: No questions. 

The Court: You are excused. 

(Witness excused.) 

The Court: Off the record. 

• * * * • 

M. L. WILCOX, [1597] 

called as a witness on behalf of the defendants and, 
being first duly sworn, was examined and testified 
as follows: 
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Direct Examination 

By Mr. Siegel: 

Q. Mr. Wilcox, will you state your name, please, 
for the record? A. M. L. Wilcox. 

Q. And your residence? A. Greenwich, 

Connecticut. 

Q. Are you presently employed by the United 
States Maritime Commission? A. No. 

Q. Or by any other branch or agency of the 
United States Government? [1598] A. No. 

Q. What was your position, Mr. Wilcox, in the 
year 1938 ? A. Director of operations and 
traffic for the United States Maritime Commission. 

Q. And you were co-author, were you, of the 
report known as the Houlihan-Wilcox report sub¬ 
mitted to the Commission in April, 1938? 

A. Yes. 

Q. Mr. Wilcox, I invite your attention to a so- 
called pro forma income sheet for the year ended 
June 30, 1939, which consists of two pages and is 
attached to the Houlihan-Wilcox report identified 
herein as Plaintiffs 7 Exhibit 74, and I ask you 
whether the income estimate set forth therein was 
approved by you (handing the document to the 
witness). 

Will you look at it, please? A. Yes. 

Q. Mr. Wilcox, will you state, please, what kind 
of year this income estimate was intended to apply 
to? A. It represented a normal year. 

Q. Will you state, Mr. Wilcox, what assumption, 
if any, you made in approving this income estimate 
as to the duration of the war in the Orient? 

A. As I recall, we figured it would be over within 
a reasonable length of time. [1599] 
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Q. Mr. Wilcox, I show you a document identi¬ 
fied in the stipulation as document 20-1, and identi¬ 
fied therein as being a telegram from Mr. Dudley 
Donald to Mr. Houlihan, dated July 11, 1938, and 
I will ask you to examine the same and state 
whether or not a copy thereof was shown you on 
or about the date the document bears? 

A. Yes. 

Q. Did you approve the estimate set forth 
therein? A. As I recall it, yes. 

Q. Mr. Wilcox, I invite your attention to a state¬ 
ment appearing on page numbered 4, under the 
heading, ‘‘Property and Equipment,” and ask you 
to examine that paragraph and, upon examination, 
to state whether or not at the time this report was 
prepared you made an appraisal of the market 
value of the vessels owned by the Dollar of Dela¬ 
ware. A. As I recall it, we did not—I did 
not, at least. 

Q. Mr. Wilcox, can you recall, with respect to 
market values, whether you made inquiry of any 
appraisers or others in the city of San Francisco 
at the time, as to the market values of the vessels 
set forth therein? A. I don’t recall having 
done so. 

Q. Mr. Wilcox, I invite your attention to a 
statement appearing on page 16 of the report, to 
the effect that the President Coolidge should be 
insured for a total of at least eight million [1600] 
dollars, and I will ask you what relation, if any, 
there is or was in your mind at the time between 
the market value of the President Coolidge and the 
amount of insurance to be carried thereon. 
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Mr. Harrison: May it please the Court, since 
the witness has already testified— 

The Court (to Mr. Siegel): How material is 
this? 

Mr. Siegel: If the Court please, there is exten¬ 
sive testimony in the record with respect to the 
amount of insurance carried on the Coolidge and 
other vessels offered by the plaintiffs to show that 
the market value of the vessels was the amount 
set forth in the insurance policy, and which market 
values are greatly in excess of any market value 
appraisal in the record. That evidence is relied upon 
to show that the market values were in excess, I 
think, of something eighteen and a half million 
dollars; and our purpose is to bring out—and I 
don’t want to state what I anticipate the answer 
of the witness will be—to bring out whether or not 
there is any correlation between the two. 

Mr. Harrison: The witness has not been quali¬ 
fied as an expert, if the Court please. 

The Court: If my recollection is incorrect, please 
correct me, that there has been evidence, conflicting 
evidence, as to the value of the ships, and I think, 
as I said the other day, probably a fair estimate 
would be, with the figures subject to [1601] refine¬ 
ment. not too much either way, about thirteen mil¬ 
lion dollars. 

Mr. Siegel: Very well, Your Honor. 

The Court: So why go into that? 

Mr. Siegel: The witness, if the Court please, 
having identified the document 20-1, the Dudley 
Donald telegram to Mr. Houlihan of July 11, 1938, 
I now offer that document in evidence as the de¬ 
fendants’ exhibit next in order. 
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The Deputy Clerk: Defendants’ Exhibit No. 81. 

(To Mr. Siegel) This the one you offered once 
before, isn’t it? 

Mr. Siegel: That is right, but it was withdrawn. 

The Deputy Clerk: Then this will be Defendants’ 
Exhibit 70. 

(The telegram of July 11, 1938, Donald to 
Houlihan, heretofore identified as document 
20-1, and marked for identification as Defend¬ 
ants' Exhibit No. 70, was accordingly received 
in evidence.) 


[Defendants’ Exhibit 70 reads as follows:] 
Postal Telegraph 

C8501 369 NL Govt 1938 Jul 11 P, 11 10 

F San Francisco Calif 11 
D F Houlihan Director Of Finance 
U S Maritime Commission Commerce Bldg 
Washn D C 

Todays Telegram Of Donald Butterfield Regard¬ 
ing Estimates Was Based Upon Termination Orien¬ 
tal War Activities Stop Detailed Review Of 
Estimates Commenced Last Week Based Upon 
Continuation For Twelve Month Period Of Exist¬ 
ing Transpacific Freight Traffic Conditions Shows 
Following Major Changes From Original Estimates 
Stop Round World Decrease Freight Revenue Fif¬ 
teen Thousand Dollars Decrease Net Result Ten 
Thousand Dollars Per Voyage Or Two Hundred 
Sixty Thousand Dollars Per Annum On Fort¬ 
nightly Basis Stop Coolidge Decrease Freight Reve¬ 
nue Twenty Five Thousand Dollars Decrease Net 
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Result Sixteen Thousand Dollars Per Voyage Or 
One Hundred Twelve Thousand Dollars Per Annum 
Stop Five Thirty Five Type Vessels Decrease 
Freight Revenue Twenty Five Thousand Dollars 
Decrease Net Result Twelve Thousand Dollars Per 
Voyage Or Two Hundred Twenty Eight Thousand 
Dollars Per Annum Stop Total Decrease In Net 
Income Six Hundred Thousand Dollars Per Annum 
Stop No Change In Vessel Expense Or Subsidy 
And No Change In Passenger Or Other Revenue 
Stop Referring Page One Your And Wilcox Report 
Deduct Six Hundred Thousand Dollars From One 
Million Two Hundred Twenty Five Thousand Dol¬ 
lars And Eliminate Seventy Five Thousand Dollars 
Of Conservatism Making Final Net Income Seven 
Hundred Thousand Dollars Instead Of One Million 
Four Hundred Thousand Dollars Stop On Basis 
Of Twelve Ship Program Operating New' York 
Penang Service With Four Five Thirty Fives In¬ 
stead of Doubling Present Ship Round The World 
Service Conservatively Estimate Net Results Based 
Upon Continuation For Twelve Month Period Of 
Existing Transpacific Freight Traffic Conditions 
Will Produce Total Net Income Of One Million 
Two Hundred Thousand Dollars Per Annum By 
Reason Of New York Penang Voyages With Todays 
Freight Estimate Of Two Hundred Sixty Five 
Thousand Dollars Per Voyage Showing Profit Of 
At Least Seventy Thousand Dollars Per Voyage 
After Subsidy Compared With Round World Voy¬ 
age On Todays Basis Showing Only Thirty Thou¬ 
sand Dollars Profit Per Voyage After Subsidy Stop 
Regarding Anticipated Results During Four Month 
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Period June Thirtieth To October Thirty First 1938 
Presume It Is Realized That Net Voyage Results 
Based Upon Same Amount For Voyage Repairs 
Will Be More Than Five Hundred Thousand Dol¬ 
lars Less Than Original Estimates Of Voyages 
Terminating During This Period Stop Can Furnish 
Estimated Results By Voyages If Desired Stop 
Expect Leave Here Tomorrow Possibly Noon 

D B DONALD. 


Cross-Examination 
By Mr. Harrison: 

Q. Mr. Wilcox, you recall, do you not, the sub- 


mission of the Wilcox-Houlihan plan to the Mari- 

time Commission on April 5, 1938? 

A. 

Do I 

recall what? 



Q. The submission of the plan? 

A. 

Yes. 


Q. And you recall its having been [1602] ap¬ 
proved at that time by the Commission? 

A. Yes. 


Q. And is it a fact that at that time you and 
Mr. Houlihan were instructed to proceed with the 
detail of working out the plan with the Dollar 
interests? A. Just exactly how the instruc¬ 
tions from the Commission were, I do not recall a 
hundred per cent clearly. The impression I have at 
this moment is that the Commission told us to go 
ahead and try to work out something. 

Q. At the time you were in San Francisco with 
Mr. Houlihan preparing the so-called Wilcox-Houli- 
han report, will you state whether certain of the 
activities were under Mr. Houlihan’s supervision 
and certain under yours ? A. That is correct. 
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Mr. Siegel: I am sorry; I didn’t hear that ques¬ 
tion, Mr. Harrison. 

Mr. Harrison (to the reporter) : Please read the 
question. 

The Reporter (reading): “Question. At the time 
you were in San Francisco with Mr. Houlihan pre¬ 
paring the so-called Wilcox-Houlihan report, will 
you state whether certain of the activities were 
under Mr. Houlihan’s supervision and certain under 
yours?” 

By Mr. Harrison: 

Q. And it is a fact, is it not, Mr. Wilcox, [1603] 
that you had jurisdiction of the traffic and operat¬ 
ing features of the matter? A. That is cor¬ 
rect. 

Q. And Mr. Houlihan had charge of the financial 
matters represented in the plan? A. That is 
correct. 

Q. Including the assets and the value thereof? 

A. That is correct. 

Q. Now, I show you a copy of a telegram dated 
July 11, 1938, addressed to Houlihan and from 
Butterfield and Donald, and I will ask you if you 
recognize the document, Mr. Wilcox (handing the 
document to the witness) ? A. Yes, sir. 

Q. And calling your attention particularly to 
the statement at the commencement thereof—and, 
by the way, Mr. Butterfield held what office, Mr. 
Wilcox? A. He was an auditor or accountant 
for the Maritime Commission. 

Q. And Mr. Donald? A. He was attached 
to the, I believe at that time, the Finance Division 
of the Maritime Commission. 
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Q. And calling your attention to the beginning 
of this wire — 

“Navy Radio Enroute To Houlihan Now [1604] 
Reading Quote Re Your Telegram Today Stop We 
Feel Pro Forma Income Sheet Shown On Page 
Twenty-five Of Your And Wilcox Report Is Con¬ 
servative For Twelve Months With A Twelve Ship 
Fleet Operating Under Full Capacity For All Voy¬ 
ages With Adequate Financial Ability And Credit 
For The Operator”— 

Did vou agree with that statement at that time ? 

v O 

A. At that time, yes, sir. 


[The wire continued as follows:] 

Stop However The Present Situation Involves Can¬ 
celled Disrupted And Inadequately Financed Voy¬ 
ages Terminating As Late As October Therefore The 
Results On Pro Forma Income Sheet Cannot Begin 
To Be Realized Before November And We Believe 
This Pro Forma Income Sheet For Twelve Ships 
Is A Conservative Forecast From November First 
1938 To October Thirty First 1939 Provided Re- 
habilitation Of Ships And Finances Begins Within 
Ten Days Otherwise A Further Months Delay Will 
Result Stop 

BUTTERFIELD DONALD 

U nquote 
End HH 


Mr. Harrison: We will offer that document in 
evidence and ask that it be marked for the plain- 
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tiffs as the exhibit next in order (handing the 
document to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 174. 

(The copy of telegram dated July 11, 1938, 
addressed to Houlihan, from Butterfield and 
Donald, was accordingly marked and received 
in evidence as Plaintiffs’ Exhibit No. 174.) 

By Mr. Harrison: 

Q. As a matter of fact, it was your opinion, 
was it not, Mr. Wilcox, that if the Maritime Com¬ 
mission had put the Wilcox-Houlihan plan in effect 
promptly, the company would have succeeded in 
carrying out the plan successfully? A. That 
was our belief at the time, yes, definitely. 

Q. And, as the result of delays of putting it 
into effect, is it not true that the tie-up of ships 
that then existed continued throughout the summer? 

A. You are getting back to ancient [1605] his¬ 
tory, now, Mr. Harrison, and it is kind of difficult 
to recall. Will you state that over again, please? 

Q. When you made your report in April, it is 
true a number of the ships were tied up and unable 
to sail? A. That is correct. 

Q. And the revenues were down? Is that cor¬ 
rect? A. That is correct. 

Q. And that situation continued throughout the 
summer, did it not? A. That is correct 

Q. And, as a result of the continuance of that 
condition, the financial condition of the company 
deteriorated in that period? A. The earning 
power of the company was definitely handicapped 
because the ships were not operated. 
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Q. And have you ever had any occasion to 
change the opinion you have expressed, that the 
Wilcox-Houlihan plan would have been successful 
at the time it was recommended? A. No. 

Q. I call your attention to a document marked 
Plaintiffs’ Exhibit 149, which is an extract from 
the minutes of the Maritime Commission for Sep¬ 
tember 27, 1938, and particularly to page 5330 
thereof, in which is contained a copy of a letter 
or memorandum addressed by you to Mr. Truitt 
under date of September 26, 1938, and I will [1606] 
ask you if you recall that memorandum, Mr. Wilcox 
(handing the document to the witness). 

A. Yes, I do recall it. 

Q. And I may refer to its content— 

“Mr. Truitt: 

“In accordance with your request, the following 
statement is made: 

“It is not our intention to repudiate the April 
2nd report as of April 2nd, nor for several weeks 
thereafter, but it is our intention definitely to state 
that our recommendations are not workable as of 
September 13 for the five reasons stated in the body 
of the above memorandum. ” 

That expressed your opinion at that time? 

A. Yes, it did. 

Q. Now, I show you a document dated Septem¬ 
ber 13, 1938, to the United States Maritime Com¬ 
mission from the Director of Operations and Traf¬ 
fic, “Subject: Dollar Steamship Lines Inc., Ltd., 7 ’ 
signed “M. L. Wilcox. 75 I will ask you to examine 
that and state if that is the memorandum which 
is referred to in the minutes which T just read 
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(handing the document to the witness). 

A. Let me see that other thing, please. 

Q. Oh, pardon me (handing another document 
to the witness). 

The Witness (to the Court): Is it all right, 
Your Honor, if I take time to look at these things? 

The Court: Well, I think it would be better 
if you did, under the circumstances, because of the 
nature of the question asked. 

The Witness: (To Mr. Harrison) Will you ask 
your question again, please. 

By Mr. Harrison: 

Q. I will ask you whether the document I have 
just handed to you, which I have identified as one 
addressed to the Maritime Commission of Septem¬ 
ber 13, 1938, from the Director of Operations and 
Traffic, and signed “M. L. Wilcox, 77 is the memo¬ 
randum referred to in the minutes of the Maritime 
Commission of September 27, 1938? 

A. That is correct. 

Q. And calling your attention now to this memo¬ 
randum dated September 13, I will ask you to state 
whether that memorandum states your opinion as 
of that date concerning the condition of the Dollar 
Company and the reasons therefor? A. Well, 
this memorandum, as I recall it now, simply pointed 
out, in more or less of a layman 7 s language, the 
fact that what might have been all right on April 
2nd was not all right on September 13. 

Q. And is it a fact that the principal reason 
for what was all right on April 2nd not being all- 
right on September 13 was the following? [1608] 

“The lapse of over five months: during which time 
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the company has devolved into a much worse finan¬ 
cial and operating position with more ships tied up 
and the service virtually disrupted. If the so-called 
Houlihan-Wilcox plan had been carried out in April, 
the service would have been continuous and without 
interruption.” 

Is that a correct statement of your opinion at that 
time ? A. That was our opinion at that time. 

Q. And still is ? A. And still is. 

Mr. Harrison: We offer the document dated Sep¬ 
tember 13,1938, in evidence as the plaintiffs 7 exhibit 
next in order. (Handing the document to the deputy 
clerk.) 

The Deputy Clerk: Plaintiffs’ Exhibit No. 175. 

(The copy of memorandum September 13, 
1938, Wilcox to Maritime Commission, hereto¬ 
fore identified as document No. 20-5, was accord¬ 
ingly marked and received in evidence as Plain¬ 
tiffs' Exhibit No. 175.) 


[Plaintiffs’ Exhibit 175 reads as follows:] 

September 13,1938 

To: IT. S. Maritime Commission 
From: Director, Operations and Traffic 
Subject: Dollar Steamship Lines Inc., Ltd. 

Attached hereto is copy of memorandum dated San 
Francisco, April 2, 1938, from the Director of Fi¬ 
nance and the undersigned, addressed to the Long 
Range Subsidy Committee, to which memorandum 
was attached our analysis of the Dollar Line made 
by us when we were in San Francisco during the 
month of March, 1938. Both our memorandum and 
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the report were attached to a memorandum dated 
April 5, addressed to the Maritime Commission by 
the Long Range Subsidy Committee. 

We are taking the liberty of sending to the Com¬ 
mission again, copy of our memorandum of April 2 
for the reason that we understand the so-called Hou- 
lihan-Wilcox plan with respect to the Dollar Line is 
being discussed again and quoted in connection with 
present negotiations. 

Since our memorandum of April 2, several things 
have happened which vitally affect the recommenda¬ 
tions made at that time. These things are as follows: 

1. The lapse of over five months, during which 
time the Company has devolved into a much worse 
financial and operating position with more ships tied 
up and the service virtually disrupted. If the so- 
called Houlihan-Wilcox plan had been carried out in 
April, the service would have been continuous and 
without interruption. 

2. We have had experience with the acquisition 
and operation of the Munson ships under receiver¬ 
ship. 

3. Amendments have been passed to the Merchant 
Marine Act, 1936. We refer particularly to Section 
215, which gives the Commission authorization to ac¬ 
quire vessels by purchase or otherwise. 

4. The Bankruptcy Act has been amended so that 
the Commission can be appointed Trustee or Re¬ 
ceiver to operate vessels which, in the opinion of the 
Commission, are essential to the foreign commerce of 
the United States. See Section 702. 

5. The Isthmian Steamship Company has pre¬ 
sented application for subsidy on a round-the-world 
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route which includes the building of eight 16% knot 
ships for private ownership and operation. 

This memorandum is written without any recom¬ 
mendation at this time, but simply to call the Com¬ 
mission’s attention to our memorandum of April 2 
with the reasons therein for our recommendations 
which were made at that time and to recite the events 
which have happened since April 2 and which, in my 
opinion, adversely affect the recommendations which 
were made in April. 

/s/ M. L. WILCOX 
M. L. Wilcox 

Director, Operations and Traffic 

Attachs. 

Noted 

/s/ J. R. Sheehan 


By Mr. Harrison: 

Q. Is it a fact also, Mr. Wilcox, that the other rea¬ 
sons which you assigned in your letter concerning the 
amendment to the Bankruptcy Act played a part in 
the picture at that time? A. As I recall it, at 
this late date—and this is ten years later—it [1609] 
refers to the Bankruptcy Act. I am trying to search 
back in my memory, now, for well over 10 years, as 
you will see from those dates. The reference to the 
Bankruptcy Act was to call attention to the fact that 
if the Bankruptcy Act in its amended form wanted 
to be used, there was a method for the Maritime Com¬ 
mission to take those ships over under some kind of 
bankruptcy proceedings. 

Q. In other words, is this the situation as you 
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then understood it, Mr. Wilcox, that the company 
was in a less favorable position in relation to the 
Maritime Commission because of that amendment? 

Mr. Siegel: I object to that question, if the Court 
please. The document speaks for itself. He is putting 
a conclusion in the mouth of the witness. 

Mr. Harrison: This is cross examination, Your 
Honor. 

The Court: Yes, but you are asking now, at least 
by implication, for a construction of the Bankruptcy 
Act, as amended, and then for a comparison of the 
condition of the company as it would possibly be 
under the Bankruptcy Act. Isn’t that a little bit 
tenuous ? 

Mr. Harrison: I will withdraw the question. 

Redirect Examination 

By Mr. Siegel: 

Q. Mr. Wilcox, you have testified that in your 
opinion as of April 2, 1938, the plan you rec- [1610] 
ommended could have been successfully consum¬ 
mated. 

Now, I will ask you, Mr. Wilcox, to what extent, if 
any, your opinion was based upon the prospective in¬ 
come of the company as estimated in your report of 
April, 1938? 

Mr. Harrison: I object to this as cross examina¬ 
tion of counsel’s own witness. 

The Court: He has said the ships were laid up 
from some time in April until September, and, as a 
consequence, there was a loss of income. 

Mr. Siegel: I am seeking to bring out, Your 
Honor, it wasn’t the loss of income in the five months 
in question, but the prospective income when the com¬ 
pany would get under way and the ships would be in 
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full operation. That is the point to which I directed 
my question. 

The Court: (To the witness) What was your an¬ 
swer predicated upon?—loss of income from April to 
September by virtue of the fact that your so-called 
plan was not put into effect, or what? 

The Witness: In this September 13 memorandum, 
you are talking about now? 

The Court: Yes. 

The Witness: Yes. That memorandum was writ¬ 
ten on the 13th of September, and as nearly as I can 
recall now—and I repeat again that it is ten years 
later—as near as I can recall now, the pur- [1611] 
pose of this memorandum was to point out that that 
would have been operative in April was not neces¬ 
sarily operative in September, because of the lapse of 
time and the fact that the ships were not running in 
the meantime, and the company had not gotten under 
way. That was, as I recall it now, what we attempted 
to show in this memorandum. 

Mr. Siegel: I am asking the witness, if the Court 
please, what was his opinion in April, when he sub¬ 
mitted the report, what was his opinion, in April 
193S, as to the importance of the prospective income 
of the company, as it bears on the possibility of that 
company's continuing in operation and succeeding, 
according to the recommendations of the Houlihan- 
Wilcox plan—and that is all I was seeking to inquire 
about. 

Mr. Harrison: I submit, may it please the Court, 
this is not redirect examination, but is cross exam¬ 
ination of counsel’s own witness, who has already 
testified on the subject. 
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Mr. Siegel: I don’t think he has, Your Honor. 

The Court: In any event, it isn’t too important. 
He made a report in April which said if certain 
things were done, it would be all right; and also the 
underlying opinion of the witness then making the 
report was that the war situation in the Orient was 
going to be dispelled. 

Mr. Siegel: Very well, Your Honor. I have but 
one more question. 

By Mr. Siegel: 

Q. Mr. Wilcox, on cross examination you [1612] 
were shown a telegram you had identified from Mr. 
Donald and Mr. Butterfield, dated July 11, 1938, in 
which it was stated that the income estimates set 
forth in the Houlihan-Wilcox plan of April 1938 
were conservative and you approved that—I don’t 
recall whether you stated you approved it—but you 
recalled that telegram. 

And I will ask you to look at the Defendants’ Ex¬ 
hibit 70, and particularly the first sentence thereof, 
and state whether on examination you can state 
whether or not you recall the assumptions on which 
the telegram you identified on cross examination, and 
the income estimates therein contained, were based 
(handing the document to the witness) ? 

A. Will you ask your question again, please, Mr. 
Siegel ? 

Q. Will you state, please, upon examination of the 
two documents now before you, which are, respec¬ 
tively, Plaintiffs’ Exhibit 174 and the Defendants’ 
Exhibit 70, whether you now recall the assumptions 
on which the statements made in the document, in 
Plaintiffs’ Exhibit 174, were based. A. I don’t 
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recall, other than what it says right here in these tele¬ 
grams. 

Mr. Siegel: Very well; that is all, Mr. Wilcox. 

Mr. Harrison: No further questions. 

The Court: Step down, sir; you are excused. 

(Witness excused.) [1613] 

Mr. Siegel: May I, if the Court please, before the 
next witness is offered, to clarify the point I was 
seeking to bring out, simply offer one sentence in the 
document offered and received as Defendants’ Ex¬ 
hibit 70?— 

“Todays Telegram Of Donald Butterfield Regard¬ 
ing Estimates Was Based Upon Termination Orien¬ 
tal War Activities” 

And one further sentence, on the second page, after 
stating the effect of the revision on that assumption: 

‘"Total Decrease In Net Income Six Hundred 
Thousand Dollars Per Annum” 

And the paragraph in the stipulation identifying 
these documents, if Your Honor please, identifying 
the Donald-Butterfield telegram of July 11, identified 
on the cross examination of Mr. Wilcox, as the tele¬ 
gram referred to in Mr. Donald’s telegram of the 
same date, which is Defendants’ Exhibit 70. 

Mr. MacGuineas: Miss Roland, please. 
Accordingly— 

EVELYN P. ROLAND 

was called as a witness on behalf of the defendants 
and, being first duly sworn, was examined and testi¬ 
fied as follows: 
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Direct Examination [1614] 

By Mr. MacGuineas: 

Q. Will you please state your name and address. 
Miss Roland? A. Evelyn P. Roland, Balti¬ 
more, Maryland. 

Q. And your occupation? A. I am adminis¬ 
trative assistant. 

Q. Where? A. The American President 
Lines, in the Commonwealth Building, Washington, 
D. C. 

Q. That is the Washington office of APL? 

A. That is the Washington office of the American 
President Lines. 

Q. How long have you been in that office ? 

A. Well, in that particular office, October. 

Q. I don’t mean the physical building, but the 
Washington office. A. Since June 1928, in the 
Washington office. 

Q. And at that time the company was known as 
Dollar Steamship Lines, Incorporated, Limited? 

A. That is correct. 

Q. I direct your attention to the period in 1938. 
What was your position in the Washington office at 
that time ? A. Stenographer, secretary. 

Q. Were there several stenographer-secretaries in 
the office at that time? A. No. [1615] 

Q. Were you the only one? A. Yes. 

Q. And what were your duties at that time ? 

A. Stenographic, secretarial—varied. 

Q. In the regular course of your duties, did you 
handle the outgoing mail from the Washington of¬ 
fice ? A. I didn’t do the mailing of it, Mr. Mac- 
Guineas. 
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Q. What did you do with reference to it? 

A. I wrote the mail. It was signed. Anything im¬ 
portant, I usually saw it got into the envelopes, but as 
far as the stamping and sealing, that was generally 
done by some other clerk in the office. I don’t say I 
didn't do that; I did on occasions do that also. 

Q. But was it your regular course of duties to 
assemble and prepare the outgoing mail? 

A. Not in all cases, no. I wrote the mail. 

Q. Was it your general practice, or not, to do 
that? A. It was the general practice of the office 
to do it; not me personally. 

Mr. MacGuineas: May I ask to see Defendants’ 
Exhibit 28 to show to the witness, please? 

By Mr. MacGuineas: 

Q. Miss Roland, I show you Defendants’ Exhibit 
28, which is in evidence as the August 19, [1616] 
1938, press release of the United States Maritime 
Commission. Will you examine that and tell us 
whether you have seen copies of that release before? 

A. Well, it looks awfully familiar. I should say 
yes. Oh, sure, I have seen that. I mean, that has been 
a good while ago, Mr. MacGuineas. 

Q. I now show you a mimeographed copy of the 
same press release, dated August 19, 1938, and ask 
you if you can identify that particular copy. 

A. I can identify my writing on that copy. 

Q. What does your writing on that copy say ? 

A. It says, 4 4 8-19 sent Mr. R. S. D.” 

Mr. Harrison: I am sorry; will you repeat that, 
please ? 

The Witness: It states, 4 4 8-19 ’ ’—that is the date— 
“sent Mr. R. S. D.” 
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Mr. Siegel: ‘ * 8-19 ’ 9 what ? 

The Witness: That is all it says. It would befor 
the current year, presumably, as well as I can recall 
—or for the year in which that, I am not sure which, 
it occurred. 

By Mr. MacGuineas: 

Q. And did you deliver this copy, which contained 
your handwritten notation on it, to Mr. Siegel ? 

A. Yes. 

Q. And where did you find that, to turn it over to 
him ? A. I didn’t find it; I didn’t know [1617] 
we had it. But when we were asked if we could assist 
Mr. Siegel, we knew we could in certain matters. Mr. 
Siegel suggested a couple of the boys in the office look 
in the basement as a last resort, to see if there was 
anything available. They found this and other press 
releases, apparently relevant to this matter, and they 
brought it upstairs to me. I haven’t read it, or any¬ 
thing, since that time; but I do recognize this as one 
of those they brought up and one of those I gave Mr. 
Siegel. 

Q. You say it was in the basement. Was that filed 
material of APL? A. It was old records, 10 
years old. Well, at that time I suppose it must have 
been the Dollar Steamship Lines. 

Q. Did you have any particular practice with 
reference to the handling of the mail addressed to 
Mr. R. Stanley Dollar in San Francisco ? 

A. I was always very careful with any mail ad¬ 
dressed to Mr. Dollar. If it were put on my desk for 
him, as these messages often were, I would put it in 
an envelope, if I had an envelope on my desk for him, 
or I would address an envelope to him—Mr. R. 
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Stanley Dollar, Dollar Steamship Lines, 311 Califor¬ 
nia Street, San Francisco, California. 

In the event he did not have any mail that day, the 
envelope would be held there until the next day, and 
in that event it would be put in that envelope and 
mailed at the end of the day; and, on occasion, it was 
taken out during the day. [1618] 

And press releases which came across my desk, 
marked for Mr. Dollar, I would put those in those 
envelopes; and that would be taken out for reference 
during the day, not always, but as necessity arose. 

Q. Directing your attention again to your nota¬ 
tion “8-19 sent Mr. R. S. D.,” I ask you whether a 
copy of this press release was sent to Mr. Dollar on 
or about August 19,1938 ? A. Mr. MacGuineas, 
that I do not know. That looks like the material that 
I know he would be interested in normally, and I 
would say, it would be my belief, that a press release 
of that kind would be sent to him. But whether that 
particular one was, I honestly do not know. If I did, 
I would tell you. It is marked—it is my marking on 
that 

The Court: Just a minute. That particular one 
could not have been sent, since it was found in the 
basement of the building. 

The Witness: But I mean a particular copy of 
that one. It is my belief a copy went to Mr. Dollar, in 
Mr. Dollar's envelope to San Francisco. Whether he 
got it or not, is another question—and that is irrele¬ 
vant, of course. 

By Mr. MacGuineas: 

Q. Would you have put on this “8-19 sent Mr. 
R. S. D.,’ ? if a copy had not been sent to him? [1619] 
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Mr. Harrison: I think I will have to object to 
counsel’s argument with his witness, if the Court 
please, and the question being irrelevant, incompe¬ 
tent and immaterial. 

The Court (to Mr. MacGuineas): How material 
is this? 

Mr. MacGuineas: We think it is material to show 
that Mr. Dollar received this and was acquainted 
with the position of the Maritime Commission with 
respect to the transaction as being an outright trans¬ 
fer, on August 19, 1938. 

The Court: Let me see that. 

Mr. MacGuineas: This is the file copy. May I 
direct Your Honor’s attention to paragraph No. 1 on 
the second page? 

The Court: Well, apart from that, it was a release 
to the press, wasn’t it? 

Mr. MacGuineas: That is right. 

The Court: It is a press release. 

Mr. MacGuineas. That is right, sir. 

I have no further questions. Well, I don’t believe 
the witness has answered the last question of mine. 

Mr. Harrison: I have an objection to the question, 
if the Court please. 

The Court: I will assume that by the witness’s 
notation on this copy, and the predicate being laid 
that it was found in the building, that in the regular 
course of business, presumably, that release was sent 
to Mr. Dollar. 

Mr. MacGuineas: I have no further ques- [1620] 
tions. 

Mr. Harrison: No questions. 
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Mr. MacGuineas: That is all. Thank you, Miss 
Roland. 

The Witness: May I be excused? 

The Court: Yes. 

(Witness excused.) 

Mr. Siegel: I should now like to read into evidence 
from the stipulation, at page 34, paragraph 48, as 
follows : 

‘‘48. Documents 2-P-62-A, B, C, and D are true 
copies of newspaper items appearing in the four 
daily San Francisco newspapers on the dates shown 
thereon.” 

The Court: With reference to the same subject 
matter? 

Mr. MacGuineas: Yes, sir. 

The Court: Mr. Harrison, your position is this, I 
take it—and I know I may be repetitious—that apart 
from anything in the nature of notice, either con¬ 
structive or otherwise, which the Government says 
Mr. Dollar and others interested may have had with 
reference to the viewpoint of the Commission relative 
to the character of the transaction, and apart from 
what may be argued, and what has been admitted in 
evidence as admissions that the individuals had 
knowledge of the so-called character of the transac¬ 
tion, it is your viewpoint and your contention that, 
even so, by virtue of the whole picture, the Court 
will be obliged under the circumstances to construe 
it as a pledge rather than an actual transfer. [1621] 

Mr. Harrison: That is only one of our positions. 
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The Court: I kn ow. But that is the one I am dis¬ 
cussing now. 

Mr. Harrison: That is one of our positions, Your 
Honor. But another of our positions is, and we think 
this is what counsel is possibly attempting to direct 
evidence to, which I otherwise think is irrelevant, is 
that throughout this transaction there was never a 
time when the Dollars in negotiating the transaction 
had any reason to k now at the time that this was 
being treated as an outright sale. 

And in that connection, it is our position and will 
be our position in connection with the offers next to 
be made, that newspaper articles, press releases, and 
radio addresses are no part of negotiation, are not 
communications between the parties, are no matters 
of business between them; and, finally, as to newspa¬ 
per articles, they cannot be brought to the attention 
of one of the parties to a contract as part of the nego¬ 
tiations. We think they are obviously irrlevant, in¬ 
competent, and immaterial. 

Mr. MacGuineas: I offer in evidence, as the de¬ 
fendants’ exhibits next in order, stipulated docu¬ 
ments— 

2-P-62-A, which is a clipping from the San Fran¬ 
cisco Chronicle of August 20,1938, with reference to 
the adjustment plan; 

Document 2-P-62-B, which is a clipping [1622] 
from the San Francisco News of August 19,1938, on 
the same subject; 

Document 2-P-62-C, which is a clipping from the 
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San Francisco Call Bulletin of August 19, 1938, on 
the same subject; and 

Document 2-P-62-D, which is a clipping from the 
San Francisco Examiner of August 20, 1938, on the 
same subject. 

And in connection with my offer, I call Your Hon¬ 
or’s attention to the fact that on cross examination 
Mr. Dollar testified that he read the San Francisco 
newspapers. And if I may be permitted, I should like 
to cite one authority on this subject which I am sure 
all of us will consider of the highest nature, since it 
comes from the Supreme Judicial Court of Massa¬ 
chusetts, that being the case of Roberts versus Spen¬ 
cer, 123 Massachusetts. 

That was a case of a suit on a contract, and the 
question was whether one of the parties to the suit 
knew of the termination of a partnership. If I may 
briefly quote one paragraph from the opinion, it is 
as follows: 

“The defendant was permitted to put in evidence 
the advertisement of dissolution of the firm and the 
withdrawal of Spencer, published by the members of 
the firm in the Boston Advertiser and the Boston 
Post, on July 1, 1867, and an editorial article on the 
withdrawal of Spencer from business, published in 
the Boston Post of July 2,1867. To the admis- [1623] 
sion of this evidence the plaintiff objected. The plain¬ 
tiff had already testified that he advertised at that 
time in both of these papers, and that they were sent 
regularly to his place of business.” 

The opinion by the court was this: 
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4 4 All the exceptions are to the admissibility of evi¬ 
dence, and none of them can be sustained. The state¬ 
ments published in newspapers regularly taken by 
the plaintiff were competent upon the question 
whether he knew Spencer had withdrawn from the 
partnership before the contract sued on was made. 7 ’ 

The Court: In that case it is a question of notice 
as to whether or not the erstwhile partner knew his 
former partner had retired from business. 

Mr. MacGuineas: It was the other party to the 
contract. 

The Court: I know; but it was necessary, I pre¬ 
sume, in order to dissolve the partnership, that some 
notice be given to the individuals who were formerly 
in partnership and with whom you desire to sever 
relations. 

But here you are asking to be put into evidence an 
interpretation presumably—and I haven’t read the 
excerpts — placed upon an agreement reached be¬ 
tween the parties. 

Mr. MacGuineas: Not as an interpretation. 

The Court: What? 

Mr. MacGuineas: But as notice to the [1624] 
plaintiff of the position of the Maritime Commission. 
That is purely the question of notice. 

Mr. Harrison: May I make my objection for the 
record, if the Court please? 

The Court: Yes. 

Mr. Harrison: I object to the admission of the 
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documents just offered, and each of them, on the 
ground that they are irrelevant, incompetent, and 
immaterial; that they did not originate in the course 
of communication between the parties involved in 
this case, or any of their predecessors, and that they 
represent merely the opinions, conclusions, and state¬ 
ments of editorial writers, and none of which have 
been brought to the knowledge of any of the parties 
plaintiff or their predecessors. 

The Court: On the basis of the last objection, sus¬ 
tained. 

Mr. MacGuineas: And may they be marked as de¬ 
fendants' exhibits for identification? 

The Court: Yes. 

The Deputy Clerk: Document 2-P-62-A will be 
defendants’ Exhibit 81 for identification. 

Document 2-P-62-B will be Defendants’ Exhibit 
82 for identification. 

Document 2-P-62-C will be Defendants’ Exhibit 83 
for identification. 

Document 2-P-62-D will be Defendants’ Exhibit 
84 for identification. [1625] 

(The four newspaper clippings, heretofore 
identified as documents 2-P-62-A^ B, C, and D, 
were accordingly marked for identification as 
Defendants' Exhibits 81, 82, 83, and 84, respec¬ 
tively.) 

Mr. Siegel: If the Court please, before calling the 
next witness, I wish to offer in evidence, as the de¬ 
fendants’ exhibit next in order, a line from the stip- 
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illation, the introductory part of which has already 
been read in evidence; and the line which I wish to 
read is on page 92, line 5. The relevant part of the 
paragraph authenticates a certain balance sheet as 
evidence of the assets and liabilities of the company 
on the date stated, and the date to which I refer on 
page 92, line 5, is August 31, 1938—document 11- 
13-A. 

And I now offer in evidence as the defendants’ ex¬ 
hibit next in order document 11-13-A (handing the 
document to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 85. 

(The copy of Dollar of Delaware balance sheet 
August 31, 1938, heretofore identified as docu¬ 
ment 11-13-A, was accordingly marked and re¬ 
ceived in evidence as Defendants’ Exhibit No. 
85.) 


[Defendants’ Exhibit 85 reads as follows:] 


DEFENDANTS’ EXHIBIT No. 85 

DOLLAR STEAMSHIP LINES INC„ LTD. 

BALANCE SHEET—AUGUST 31, 1938 

ASSETS 1 LIABILITIES AND CAPITAL 


CURRENT WORKING ASSETS: 

Cash: 

Operating Funds .....$ 91,635.23 

Custodian Funds—Alaska Ticket Sales..™.. 5,227.68 $ 96,862.91 


Accounts Receivable: 

Traffic __________$ 395,130.47 

Insurance Claims...... 42,988.59 


Associated & Affiliated Companies... 58,545.12 

U.S. Maritime Commission: 

Subsidy—Rendered.$155,386.02 

Subsidy—Unrendered . 184,592.29 339,978.31 


Miscellaneous and Accrued. 5,871.94 842,514.43 


Inventories: 

Shipping......$ 191,545.55 

Miscellaneous.... 2,026.68 193,572.23 


Other Current Working Assets___ 4,892.95 


Total Current Working Assets....... $ 1,137,842.52 

VOYAGES IN PROGRESS: 

Untermir»nted Voyage Expense.__$ 429,633.94 

Less: Ui.icrcninated Voyage Revenue._ 420,654.12 8,979.82 


SPECIAL FUNDS AND DEPOSITS: 

Matson Navigation Company Contract__$ 50,625.00 

Other _ 8,765.08 59,390.08 


CURRENT WORKING LIABILITIES: 
Accounts Payable: 

Trade . 

Traffic .. 

Officers and Employees. 

Passenger Ticket Sales Refund Claims.. 
• U. S. Customs Duty on Foreign Repairs 

Associated & Affiliated Companies. 

Miscellaneous & Accrued . 


Other Current Working Liabilities: 

Matson Navigation Co. Contract Commissions. 

Secured Notes Payable—Due July 18, 1939: 

Dollar Steamship Line (Calif.), Parent...$ 200,000.00 

Dollar Wharf & Warehouse Co., Subsidiary. 50,000.00 

Anglo California National Bank.... 250,000.00 

Long Term Debt—Due Within One Year: 

Mortgage Notes—U.S.M.C. 

Total Current Working Liabilities. 

ADVANCE TICKET SALES AND DEPOSITS. 

LONG TERM DEBT—DUE AFTER ONE YEAR: 

U.S. Maritime Commission Mortgage Notes.—$ 7,053,231.04 

10-Year Serial, 3%%, Notes—Anglo Calif. Nat’l. 

Bank, Final Maturity, 1948--- 1,797,276.10 

10-Year Sinking Fund, 3%, Debentures Maturing 
1939-1948 ____ 327,500.00 


$ 1,374,039.78 
497,570.96 
4,301.17 
115,288.56 
174.072.00 
77,764.39 
. 327,846.93 
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$ 2,570,883.79 j 
244,838.42 

500,000.00 

530,862.62 
$ 3,846,584.83 
375,896.90 

9,178,007.14 























INVESTMENTS: 

Capital Stocks of Dollar Wharf & 

Whse. Co-, & Dollar Terminal SS. 

Co„ Wholly Owned Subsidiaries..$ 3,883,850.14 
Less: Accounts Payable to Dollar 
T. SS. Co...._.. 532,604.63 $ 3,351,245.51 


Cash Surrender Value, Life Insurance Policy- 4,722.68 

Other....... 26,24 6J88 3,382,215.07 


PROPERTY AND EQUIPMENT: 

Floating Equipment—Vessels.$ 28,618,926.21 

Less: Depreciation Reserves. 7,368,844.21 $ 21,250,082.00 


Other Shipping Property & Eqpt. $ 59,935.73 

Less: Depreciation Reserves. 44,139.68 15,796.05 21,265,878.05 


OTHER ASSETS: 

Claims Pending—Hull Insurance.$ 65,093.03 

Claims Pending—P. & I. Insurance.... 15,481.90 
Claims Pending—Chinese Gov’t.— 

“Pres. Hoover” Bombing Damages.. 195,569.56 $ 276,144.49 


Other Non-Current Notes & Accts. Rec. 10,357.38 286,501.87 


DEFERRED CHARGES & PREPAID EXPENSES: 

Unexpired Hull Ins. (Contra to Deferred Liabilities) $ 87,569.92 

Other Prepaid Hull & Club Insurance.. 43,093.56 

Miscellaneous . 17,935.12 148,598.60 


Grand Total...$26,289,406.01 


Comptroller’s Dept. 
September 26, 1938 
M 


DEFERRED LIABILITIES: 


“Pres. Hoover” Bombing Damages Repairs (Contra 

to Other Assets)..........$ 188,046.16 

Hull Insurance Premiums (Contra to 
Deferred Charges and Prepaid Ex¬ 
penses .$87,569.92 

Less: Lay up Return Premiums. 87,569.92 


The Robert Dollar Co.—Commissions, 
Adv. Ticket Sales. 


8,870.28 


DEFERRED CREDITS: 

SUNDRY OPERATING RESERVES. 

Reserve for Extraordinary Repairs to Fleet (Exclud¬ 
ing Betterments to Crews’ Quarters and Safety-at- 

Sea Improvements) ...$ 

Reserve for Franchise Deductions on Anticipated 

Cargo Claims.. 

Reserve for Additional Club Settlement Calls— 
Years 1935-37 . 


NET WORTH: 

Capital Stock: 

Preferred, 5% Non-Cum $100. 

Par Value Issued & Outstanding $3,359,300.00 
Class “A” Common—No Par 

Value. 1,260,000.00 

Class “B” Common—No Par 

Value. 2,100,000.00 $ 6,719,300.00 


744,314.01 

37,479.10 

19,989.79 


Surplus 


5,170,399.26 


GRAND TOTAL. 


196,91^.44 

51^.54 

801,78^.90 


11,889,69^.26 

.326,289,406.01 
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Mr. Siegel: Mr. Poole, please. 

Accordingly— 

ARTHUR B. POOLE 
called as a witness on behalf of the defendants and, 
being first duly sworn, was examined and testified as 
follows: [1626] 

Direct Examination 

By Mr. Siegel: 

Q. State your full name, Mr. Poole, please. 

A. Arthur B. Poole. 

Q. Your residence? A. Stanford, Califor¬ 
nia. 

Q. Your position? A. Vice president and 
treasurer of the American President Lines. 

Q. And how long have you held that position, Mr. 
Poole ? A. A little over 10 years. 

Q. Including the period since January 10, 1938? 

A. I was a vice president from January 10, 1938, 
and treasurer, I think, from about two weeks later. 

Q. At that time the company was known as Dollar 
of Delaware, as it is referred to herein? 

A That is right. 

Q. What is your profession, Mr. Poole ? 

A. I was a public accountant prior to my under¬ 
taking corporate finance work. 

Q. What is your professional training and expe¬ 
rience. A. I studied accounting at the Univer¬ 
sity of Minnesota and later graduate work at the Har¬ 
vard Business School. I studied for and passed the 
CPA examination. I am CPA in two States. I am a 
member of the American Institute of Ac- [1627] 
countants and a member of the California Society of 
Certified Public Accountants. 
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Q. Mr. Poole, I show you a document which is De¬ 
fendants ’ Exhibit 85, which purports to be the bal¬ 
ance sheet of Dollar of Delaware as of August 31, 
1938, and ask you to examine same, and, upon exam¬ 
ination, to state what is the equity of the common 
stockholders according to that balance sheet as of the 
date of August 31, 1938? 

Mr. Harrison: Does the question call merely for 
the equity as shown by the books ? 

Mr. Siegel: The same question was put to Mr. Hall 
in identical language, according to this balance sheet, 
and the balance sheet is stated according to the assets 
and the liabilities as shown by the books of the com¬ 
pany in the stipulation. 

The Witness: This shows a common stockholders 7 
equity of $8,530,000. 

By Mr. Siegel: 

Q. How much? A. $8,530,000. 

Q. What was your answer?—eight million, did 
you say? A. Yes—the common stockholders 7 
equity of $8,530,000. 

Q. Are you including the preferred ? A. No. 
The surplus is $5,170,000, and the common [1628] 
stock is expressed at $3,360,000. 

Q. Now, Mr. Poole, have you prepared an ad¬ 
justed balance sheet as of August 31, 1938, assuming 
that the valuation of the vessels set forth under the 
account, “Property and Equipment, 7 ’ is $13,700,000 
for the Coolidge, the 502 7 s, and the 535’s, and the 
amount of the Fillmore and Johnson mortgages is 
$590,000 odd for the Fillmore and Johnson, and the 
sum of $1,797,276.10 for the investments in the capi¬ 
tal stocks of two wholly-owned subsudiaries? 





vs. Emory S. Land, et al 


1849 


A. Yes, I have. 

Q. I show you a document which purports to be 
Dollar Steamship Lines, Incorporated, Limited, ad¬ 
justed balance sheet at August 31, 1938, and ask 
whether it is the balance sheet which you state you 
prepared ? A. Yes, it is. 

Q. And to what extent, if any— 

Mr. Harrison: May I see it, please? 

Mr. Siegel: Yes, I am sorry (the document being 
handed to counsel). 

By Mr. Siegel: 

Q. And to what extent, if any, was this balance 
sheet— 

Mr. Harrison: May we just look at it a second, 
before you go ahead? 

Mr. Siegel: Surely. 

By Mr. Siegel: [1629] 

Q. To what extent, if any, was this balance sheet 
you have just identified as the adjusted balance sheet 
prepared by you based on the balance sheet of Au¬ 
gust 31,1938, which is Defendants’ Exhibit 85? 

A. It was based on that balance sheet. 

Q. With any qualifications? A. The changes 
made were only those that you describe; and in re¬ 
writing it, I abbreviated some language a little bit. 
The figures otherwise are the same. 

Q. Mr. Poole, I will ask you to examine the bal¬ 
ance sheet which you prepared, the adjusted balance 
sheet which you prepared, and state wh$t is the 
equity of the common stock on the assumptions set 
forth in the balance sheet prepared by you? 

A. $17,166.95. 
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Q. That includes all the B stock and all the A stock 
of Dollar of Delaware ? A. Yes, sir. 

Q. And the figure again, Mr. Poole ? 

A. $17,166.95. 

Q. Mr. Poole, I invite your attention to an item 
under the heading “Assets” reading “Accounts Re¬ 
ceivable,” and I will ask you to state whether any of 
the items listed thereunder were items of doubtful 
collectibility? 

Mr. Harrison: I object to that on the ground it 
calls for the conclusion of the witness. [1630] 

Mr. Siegel: If Your Honor please, no person liv¬ 
ing is better qualified to testify than Mr. Poole, the 
treasurer of the company and obviously an experi¬ 
enced and qualified accountant. 

The Court (to the witness) : You may answer it. 

The Witness: There is one item in the accounts 
receivable group that was of uncertain amount of 
value at that time. 

By Mr. Siegel: 

Q. And that item is? A. That is the subsidy 
due from the United States Maritime Commission, 
approximately $340,000. 

Q. Will you please explain your answer to that 
question, Mr. Poole? A. We did not under¬ 
stand very well at that time the procedure and the 
interpretations of the Maritime Commission on sub¬ 
sidy accruals. I think it is fair to say that our subsidy 
accounts were to some extent in confusion at that 
time. We had to make, for that year’s subsidy ac¬ 
cruals, downward adjustments of a total of $221,000. 
I do not know to what extent the adjustments had 
been made at this time, but I am sure that a substan- 
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tial portion of those adjustments had not been made 
at August 31,1938; and we knew, at August 31,1938, 
that there was uncertainty. 

Mr. Lasky: If the Court please, I move to [1631] 
strike from that answer the portion that he was sure 
some adjustments had not been made. He said he 
didn’t know whether any adjustments had been made, 
and the rest of it is a mere guess. 

The Court: I don’t think it is helpful at all, this 
line of inquiry. The only thing that has come out 
from the interrogation of this witness is the value or 
the net worth, so-called, of the common stock. 

Mr. Siegel: Very well, Your Honor. I will not 
proceed with that line any further. 

By Mr. Siegel .* 

Q. Mr. Poole, in preparing the adjusted balance 
sheet to which you refer in your testimony, you 
assumed, did you not, the Coolidge, the 502 7 s and the 
535’s would have a value of $13,700,000? 

A. That is right. 

Q. Assuming that the value of those ships com¬ 
bined was not in excess of thirteen million dollars, 
what effect would that have on the equity in the com¬ 
mon stock? A. Leaving everything else the 
same, the common stock vrould be in the red; it would 
have a minus equity of $700,000 less $17,000. 

Q. And what effect would it have on the equity in 
the preferred stock? A. It would make the 
equity in the preferred stock less than it is stated, 
or its par value, by the same amount. [1632] 

Mr. Siegel: Very well. 

I offer in evidence, if the Court please, the docu- 
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ment identified as the adjusted balance sheet of Au¬ 
gust 31,1938, prepared by the witness, as the defend¬ 
ants ? exhibit next in order (handing the document to 
the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 86. 

(The adjusted balance sheet of August 31, 
1938, was accordingly marked and received in 
evidence as Defendants’ Exhibit No. 86.) 


[Defendants’ Exhibit 86 reads as follows:] 
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ASSETS 


Current Working Assets 
Cash 

Operating Funds _____ 

Custodian Funds—Alaska ticket sales. 


~$ 


Accounts Receivable 

Traffic .... 

Insurance Claims__.. 

Associated and Affiliated Companies._ 

U. S. Maritime Commission, 

Subsidy Rendered _ 

Subsidy Unrendered . 


.8 


...8155,386.02 
... 184,592.29 


Miscellaneous and Accrued 


Inventories 

Shipping_ 

Miscellaneous--- 


$ 


Other current working assets..... 


Total Current Working Assets.. 


Voyages in Progress 

Unterminated voyage expense.... $ 

Less: Unterminated voyage reserve.. 


Special Funds and Deposits 

Matson Navigation Company Contract._ 

Other... 


8 


Investments 

Capital stocks of two wholly-owned subsidiaries 

Cash surrender value, life insurance policy._ 

Other__ 


Property and Equipment 

Floating Equipment—Vessels. 
Other Shipping property and 


DEFENDANTS* EXHIBIT No. 86 


DOLLAR STEAMSHIP LINES INC., LTD. 
ADJUSTED BALANCE SHEET AT AUGUST 31, 1938 
(See Attached Notes to this Balance Sheet) 


91,635.23 

5,227.68 


8 96,862.91 


395,130.47 

42,988.59 

58,545.12 


339,97831 

5,871.94 842,514.43 


191,545.55 

2,026.68 


193,57233 

4,892.95 


8 1,137,842.52 


429,633.94 

420,654.12 


8,979.82 


50,625.00 

8,765.08 


59,390.08 


1,797,276.10 

4,722.68 

26,246.88 


1,828,245.66 


8 14,290,819.10 




* 59.935.73 


LIABILITIES AND CAPITAL 


Current Working Liabilities 
Accounts Payable 

Trade ..S 1,374,039.78 

Traffic .-. 497,570.96 

Officers and Employees.... 4,301.17 

Passenger ticket sales refund claims. 115,288.56 

U. S. customs duty on foreign repairs.. 174,072.00 

Associated and affiliated companies... 77,764.39 

Miscellaneous and accrued. 327,846.93 


Other Current Working Liabilities 

Matson Navigation Co. commission contract. 

Secured Notes Payable Due July 18, 1939 

Dollar Steamship Line (Calif.), parent...8 200,000.00 

Dollar Wharf and Warehouse Co., subsidiary— 50,000.00 
Anglo California National Bank.... 250,000.00 


Long-term debt due within 1 year—mgte. notes—U.S.M.C.- 

Total Current Working Liabilities.....*- 


Advance Ticket Sales and Deposits. 


Long-term Debt Due After One Year 

U. S. Maritime Commission, mortgage notes.$ 7,053,231.04 

10-year serial 3%% notes due Anglo California Na¬ 
tional Bank, final maturity 1948. 1,797,276.10 

10-yr. sinking fund 3% debentures maturing 1939-48 327,500.00 


Deferred Liabilities 

Hoover bombing damage repairs (see Contra).8 188,046.16 

Hull insurance premiums (see Contra)..887,569.92 
Less: Lay-up return premiums. 87,569.92 


The Robert Dollar Co., commissions on ticket sales 8,870.28 


Deferred Credits- 


Sundry Operating Reserves 

Reserve for extraordinary repairs to fleet (exclud- 


8 2,570,883.79 
244,838.42 

500,000.00 
530,862.62 
8 3,846,58433 
375,896.90 

9,178,007.14 


196,916.44 

51834 



























Less: Depreciation reserves... 


44,139.68 


15,796.0b 14,300,605.15 


Other Assets Q 

Claimspending—Hull insurance —$ 6o,^3.0S 

Pandi insurance- T ~ 15 ^ A - W 

Chinese Gov’t, Hoover bombing 0 

damage_ . 195,569.56 $ 

Other non-current notes and accounts receivable.... 

Deferred Charges and Prepaid Expenses 

Unexpired hull insurance (see Contra). 55 

Other prepaid hull and club insurance. 

Miscellaneous---. 


Total Assets.. 


276,144.49 

10,357.38 


87,569.92 

43,093.56 

17,935.12 


286,501.87 


148,598.60 
S 17,776,173.70 


DOLLAR STEAMSHIP LINES INC., LTD. 

NOTES ON ADJUSTED BALANCE SHEET OF AUGUST 31, 1938 

Note 1: The balance sheet of September 26. 1938, as of August 31, 1938, prepared 

hv the company is the basis for this balance sheet. . , , 

In this balance sheet the value of the investment m two wholly-owned sub¬ 
sidiaries is taken as equal to the indebtedness to Anglo California National Bank, 
to secure which the capital stocks of the two subsidiaries are: pledged. 

Note 3: In this balance sheet the fleet value is taken as$13,/ 00,000 for the 502 s, 
535's. and the President Coolidge; and as equivalent to their mortgages, for the Presi¬ 
dents Fillmore and Johnson. See Schedule A. , , , 

Note 4- The adjustments noted above (2 and 3) constitute all that were made herein 
to ‘the company’s original balance sheet. Their effect on surplus account is as folbws: 

Surplus on company’s original balance sheet.. 3,i/U,5yy^O 

Deduct: 

Excess value of fleet 

Fleet on original balance sheet..$21,250,082.00 

Fleet per Schedule A..._.. 14,290,819.10 86,959,262.90 

Excess value of subsidiary stocks 

Gross value of stocks..S 3,883,850.14 

“S.’S" tn££. 1.797^6.10 1.553.969.41 8,513,23233! 


Surplus as adjusted above-----($3,342,833.05) 


Arthur B. Poole 

May 6,1948 


ing betterments to crew quarters and safety-at- 

sea improvements) _$ 744,314.01 

Reserve for franchise deductions on estimated 


cargo claims_ 

Reserve for additional club settlement calls, years 


37,479 10 
19,989.79 


Net Worth 

Preferred stock, 5% non-cumulative, $100 par value $3,359,300.00 
Class A common 

stock—no par $ 1,260,000.00 

Class B common 

stock—no par 2,100,000.00 $ 3,360,000.00 


801,782.90 


Deficit___(3,342,833.05) 17,166.95 3,376,466.95 


Total Liabilities and Capital.. 


.$ 17,776,173.07 


SCHEDULE A 

DOLLAR STEAMSHIP LINES INC., LTD. 

VALUE OF FLEET AT AUGUST 31, 1938—See Note 3 to Balance Sheet 

President Coolidge .....$ 6,250,000 

Presidents Cleveland, Lincoln, Pierce, Taft, and Wilson, five 535’s 

at $750,000 each ....... 3,750,000 

Presidents Adams, Garfield, Harrison, and Polk, four built-up 502’s 

at $550,000...—.—.. 2,200,000 

Presidents Hayes, Monroe, and Van Buren, three non-built-up 502’s 
at $500,000..... 1,500,000 

Total, 13 vessels taken as.........$ 13,700,000 

President Fillmore and Johnson, at the principal amount of the 

mortgages against them.-.—. 590,819.10 

Total, 15 vessels —.$ 14,290,819.10* 

* The company also owned indirectly the Ruth Alexander. It is one of the prop¬ 
erties owned by the subsidiaries mentioned in Note 2. 


Arthur B. Poole 
May 6, 1948 
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* * * * * 

By Mr. Siegel: 

Q. Mr. Poole, have you examined the Forbes re¬ 
port, so-called, for the American President Lines as 
of December 31,1940? A. Yes, I have. 

Q. Will you state whether upon your examination 
you can say whether the indebtedness upon the Cool- 
idge and the 502’s and the 535’s had all been repaid 
as of December 31,1940 ? A. It had not. 

Q. How much, if any, was due and owing on the 
Coolidge— 

Mr. Lasky: If the Court please, we attempted to 
place that in evidence ourselves, and counsel objected 
and it was excluded. 

Mr. Siegel: This is solely going to the question of 
whether or not at the time the first effort to [1633] 
obtain a return of stock was made, the debt had as 
yet been repaid. Our purpose is to show it was not, 
and that therefore there could have been no conten¬ 
tion of pledge at that time. We are not seeking to 
show how any amount was repaid. 

The Court: He has answered the question and 
said no. 

Mr. Siegel: I will ask only one question, if the 
Court please, as to the 502’s and the 535’s— 

By Mr. Siegel: 

Q. Had the debt on the 502’s and 535’s been repaid 
as of that date ? A. No. 

Q. Mr. Poole, can you state whether or not and at 
what time and periods the subsidy recorded as ac¬ 
crued on your balance sheet was in fact paid by the 
United States Maritime Commission for the year 
1938? A. Seventy-five per cent was payable 
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upon submission of the voucher and the presentation 
of evidence that the wages of the crew's had been 
paid. 

Mr. Lasky: I move to strike that out, if the Court 
please, on the ground it is not responsive. The ques¬ 
tion was when it was “paid” and not when it was 
“payable.” 

By Mr. Siegel: 

Q. Was it paid, Mr. Poole, before or after the 
termination of the voyage? 

A. It was paid after the termination of [1634] 
the vovage. 

Q. And after the termination of the voyage, did 
the company submit vouchers to the Maritime Com¬ 
mission for the payment of subsidy? A. Yes, 
sir. 

Q. And in what amount, Mr. Poole? 

A. In an amount equal to 75 per cent of the 
paid expenses subject to subsidy, or in an amount 
equal to the 75 per cent of the subsidy rates applied 
against the paid, subsidizable items. 

Q. Mr. Poole, what was the average length of 
a round-the-world voyage— 

The Court: Should we go into that? 

Mr. Siegel: If the Court desires us not to, we 
will not. 

I will merely make reference to this. Your Honor: 
The plaintiffs have offered evidence to which they 
did not point at the time, through Mr. Hall, as to 
the delays in paying the accrued subsidy. 

Very well, Your Honor; we will not proceed 
with it any further. 

That will be all, Mr. Poole. 
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Cross-Examination 

By Mr. Lasky: 

Q. In the August 31, 1938, balance sheet, which 
is Defendants’ Exhibit 85, there is an item, [1635] 
is there not, on the liability side, of approximately 
$745,000 as a reserve for extraordinary repairs to 
the fleet? A. Yes. 

Q. And when you calculated the equity values 
of the common stock, as you have done, you as¬ 
sumed that the net worth of the company was 
diminished by that amount of $745,000? 

A. I assumed that that must be taken into 
account in computing the equity. 

Q. The question is, you did deduct that from 
the net worth in computing the equity, did you? 

A. As an accountant, I wouldn’t say I deducted 
it from the common stock. I would say it was al¬ 
lowed for in arriving at the value of the common 
stock. 

Q. To convert that from accountants’ language 
into ordinary English, when you computed the value 
of the common stock, the net worth, in your compu¬ 
tations, it was taken as approximately $745,000 less 
than you would have done had you not taken con¬ 
sideration of that item? Is that correct? 

A. That is right. 

Q. But at that time the company still had that 
$745,000, did it not? A. That reserve for 
repairs does not refer to dollars, or does not refer, 
rather, to cash. 

Q. But it refers to the assets represented [1636] 
by what the company still had in its possession? 
Isn’t that right?—and which had not yet been 
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spent. A. That is true. The repairs, for which 
provision was made in the amount of $744,000, had 
not been spent as of August 31. 

The Court: It was earmarked and set aside, was 
it, and regarded, therefore, as a liability? 

The Witness: It represented repairs that had 
not been made at the time when the vessels had 
suffered the wear and tear or damages, that re¬ 
quired the repairs; but it does not mean that any 
particular asset was set aside to meet it. 

It just operates as a general provision against 
the assets of the company. In other words, there 
was no fund of $744,000 set up on the other side 
of the balance sheet. 

The Court: What you mean, then, is you charged 
up an item of $744,000 as liability? 

The Witness: Yes, sir. 

Bv Mr. Laskv: 

mf 

Q. And when, as and if thereafter that money 
was spent for repairs to the ships, the expenditures 
added to the value of the ships, did they not? 

A. I don’t consider myself a ship appraiser. 

Q. So, then, you are really not able to tell, 
yourself, whether this $745,000 represented a dimi¬ 
nution of the assets of the company on that [1637] 
date or not. are you? A. No. 

Mr. Lasky: That is all, Mr. Poole. 

The Court : Now, you have testified in this ex¬ 
hibit it is stated, Defendants’ Exhibit 86, that the 
net value of the stock, that is, the A and B, on 
August 31, 1938, was $17,166.95. 

What are the factors—I am interested in those— 
that led you to that conclusion? What are the fac- 

m/ 
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tors that you take into consideration as an account¬ 
ant that would lead you to the conclusion that under 
the figures set forth there the stock was of the value 
you have set forth? 

The Witness: First, of course, there are two 
assumptions in there that were given to me, one 
with respect to the value of the fleet, and the other 
with respect to the value of the capital stocks of 
the wholly-owned subsidiaries. 

Granted those two assumptions, the rest of the 
assets and liabilities were at that time set down 
in the books of the company, this balance sheet was 
prepared from the books of the company, and with 
the single exception of the account receivable that 
I was asked to testify about, I think they represent 
pretty accurately the values. 

The Court: Well, probably I haven’t made my¬ 
self clear. Apart from this controversy here, what 
I am interested in is this: 

What do you do, as a certified public [1638] 
accountant, in making an investigation, of a cor¬ 
porate financial structure, what do you with refer¬ 
ence to placing a value on its stock? 

In other words, what are the factors you take 
into consideration? This is theoretical, but I am 
assuming it is theory you put into practice in a 
given case. 

The Witness: The value of the common stock 
on a balance sheet is equal to the assets, less the 
liabilities, and less any preferred stock or senior 
stocks that come before it. 

Mr. Lasky: May I ask another question of the 
witness, if Your Honor please? 
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The Court: Yes. 

By Mr. Lasky: 

Q. In other words, Mr. Poole, if I understand 
you correctly in arriving at your equity valuation 
of the common stock, you took the balance sheet 
as of August 31, 1938, which was after the August 
15 agreement; you assumed that the seven 502 7 s, 
the five 535's, and the President Coolidge were 
worth only $13,700,000 at that time— A. I 

assumed they were worth $13,700,000. 

Q. You also took the item of investments ap¬ 
pearing on that balance sheet, which appears at 
$3,382,000 odd, and you assumed those investments 
were not worth $3,382,000, but were worth two 
million dollars less than that, or $1,828,000. Is that 
correct? A. I do not see the figure [1639] 
you are referring to. 

Q. Well, will you look under the item “Invest¬ 
ments," please, on the balance sheet for August 31, 
Defendants' Exhibit 85? A. Yes. 

Q. You will notice it adds up to $3,382,215. Is 
that right ? A. That is not here. 

Q. Let us see if you are looking at the same 
document. 

The Court: That is not on mine either, Mr. 
Lasky. 

Mr. Lasky: Your Honor is looking at the wit¬ 
ness' adjustment sheet. If you will look at the 
other one, you will find “Investments—$3,382,215.’ 7 

The Witness: Yes, sir. 

By Mr. Lasky: 

Q. That is the figure which appeared on the 
balance sheet, is it not? A. That is right. 
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Q. In making your calculations, you reduced 
that from $3,382,000 to a figure of $1,828,245, did 
you not? A. Yes, sir. 

Q. And you have taken that deduction as an 
assumption which Mr. Siegel gave you? Is that 
correct? A. Yes, sir. 

Q. Now, moreover, Mr. Poole, it is a fact, is 
it not, that the balance sheet, Defendants’ [1640] 
Exhibit 85, for August 31, 1938, was prepared on 
September 26, 1938? A. Yes. 

Q. So that that balance sheet was not before 
Dollar of Delaware or any of its officers or stock¬ 
holders or any official of the Maritime Commission 
on or before the date when the agreement of August 
15 was signed. Is that right ? A. It could not 
have been. 

Q. It could not have been available for at least 
a month and a half thereafter, approximately. Is 
that right? A. It could not have been avail¬ 
able before September 26th. 

Q. And the balance sheet before the parties when 
they signed the contract was the one of June 30, 
1938? Is that correct? 

Mr. Siegel: If Your Honor please, there is no 
evidence to show when the balance sheet of June 
30, 1938, was prepared. 

Mr. Lasky: Yes, there is. It appears on its face 
when it was prepared. 

The Court: Just a minute, gentlemen. 

Mr. Poole, you were an official of the company at 
the time the adjustment agreement was signed? 

The Witness: Yes. 

The Court: Can you tell us from your recollec- 
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tion what balance sheet was before the parties, if 
you know, at that time? [1641] 

The Witness: I can only testify as to what may 
have been available before them. I did not partici¬ 
pate in the negotiations, and so I don’t know what 
was before them. 

The Court: All right. 

Mr. Lasky: If Your Honor please, if the balance 
sheet of that date which we presented in evidence 
is available here, I would like to submit it to the 
witness and see if that does not refresh his memory. 

The Court: He said he wasn’t present. So if he 
was not present, most certainly it would not refresh 
his recollection as to what went on on that day. 

Mr. Lasky: May I ask him a question about 
that balance sheet? 

The Court: Very well. 

Mr. Lasky: You were in charge of the comptrol¬ 
ler's department? 

The Witness: In a somewhat tenuous way at 
that time. 

By Mr. Lasky: 

Q. Now, if something is noted as having been 
prepared by the comptroller’s department as of 
Julv 20, 1938, would that not indicate to vou anv- 
thing about it at the time, wwld it? A. I 
probably knew a good deal about it, but I did 
not exercise as complete supervision over that de¬ 
partment as I did later on. [1642-1650] 

Mr. Laskv: That is all. 

Mr. Siegel: That is all. 

* * * * * 

Mr. Siegel: If Your Honor please, does [1651] 


vs. Emory S. Land, et al 


1863 


Your Honor have before you Defendants’ Exhibit 
85 introduced during the testimony, or before it, 
with the last witness? That is, the original balance 
sheet, not the adjusted one, of August, 1938 ? 

The Court: I had it when I went upstairs. 

Mr. Siegel: I want to call Your Honor’s atten¬ 
tion to two items. Under the heading “Investments” 
in the left-hand column under assets, capital stocks 
of Dollar Wharf and Warehouse Company, and 
Dollar Terminal Steamship Company, wholly owned 
subsidiaries, $3,833,850.14, less accounts payable to 
Dollar Terminal Steamship Company, $532,604.63, 
net $3,351,245.51. 

And in that connection, if Your Honor please, I 
merely want to ask Your Honor to note—I will not 
comment on it now—the paragraph of the stipula¬ 
tion appearing on page 102, paragraph 5 of Article 
XV of the stipulation, appearing on page 102. 

And then, if Your Honor please, with respect to 
the second assumption made in the testimony of 
Mr. Poole with respect to the value of the Fillmore 
Johnson of some $590-odd thousand, I ask Your 
Honor to note and I will not comment on the suc¬ 
ceeding paragraph numbered 6. 

I also ask Your Honor to note on the same bal¬ 
ance sheet to which I have referred the item for 
reserve for extraordinary repairs to fleet, excluding 
betterments to crew quarters and [1652] safety- 
at-sea improvements, $744,314.01. And in that con¬ 
nection, I would like to offer in evidence at this 
time paragraph 32 of the stipulation appearing on 
page 131, Article XXII: 

“On September 2, 1938, it was reasonably esti- 
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mated, and Dollar of Delaware and the Commission 
believed, that the cost of said repairs, reconditioning 
and betterments remaining to be done would be 
about $1,326,829, as shown in Document 22-8 
hereof.” 

And in the same connection, if Your Honor please, 
I should like to read one sentence from the minutes 
of Dollar of Delaware of February 23. 1938, which 
is Plaintiffs’ Exhibit 61, as follows—two sentences: 

“Mr. Hoover asked if this money being spent 
for repairs would ever be gotten back, that is, in 
the event of a sale. Mr. Dollar said that he believed 
not, and that this additional money spent for repairs 
would not increase the sale value of the ships in the 
slightest.” 

And from the draft of minutes of the same meet¬ 
ing, from Document 2-C-10, which I now offer in 
evidence as Defendants’ Exhibit next in order. 

Mr. Harrison: I might say as to the argument 
being made by counsel, we do not concur for various 
reasons, including among others the fact that coun¬ 
sel insisted that what transpired in the [1653] meet¬ 
ings and was offered, was offered solely to show 
what was said and not as any proof of facts. That 
is only one of our argumentative positions in the 
matter, apart from the one that what the repair 
situation was in February is not related. 

Mr. Siegel: I was merely reading from docu¬ 
ments, if Your Honor please, and I think appro¬ 
priately, very briefly. 

I offer in evidence as Defendants’ Exhibit next 
in order Document 2-C-10. 

The Deputy Clerk: Defendants’ Exhibit No. 87. 
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(The minu tes of a meeting of the Board of 
Directors of Dollar Steamship Lines, dated 
February 23, 1938, heretofore referred to as 
Document 2-C-10 was accordingly marked and 
received in evidence.) 

[Defendants’ Exhibit 87 reads in part as 
follows:] 

Meeting of the Board of Directors of Dollar 
Steamship Lines Inc., Ltd., February 23, 1938— 
10:00 a.m. 

The meeting was called to order by Mr. R. Stan¬ 
ley Dollar, President, D. T. Buckley, Secretary, 
acted as Secretary. 

Present: R. Stanley Dollar, A. B. Poole, W. 
Baumgarten, J. Hugh Jackson, P. E. Hoover. 

Absent: None. 

• * * * * 

Mr. Dollar felt that the surveyors were just going 
over these ships with a magnifying glass and pick¬ 
ing out every little defect they could find and that 
if they continued to do so it would be just impos¬ 
sible to make the repairs specified. 

Mr. Hoover asked if this money being spent for 
repairs would ever be gotten back, that is in the 
event of a sale. Mr. Dollar said that he believed not 
and that this additional money being spent for re¬ 
pairs would not raise the value of the ships in the 
slightest. 

* * * * * 


Mr. Lasky: If the Court please, counsel has 
called vour attention to these balance sheets that 
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just went into evidence. Before the adjournment 
and when Mr. Poole was on the stand I was not 
able to lav my hand on an exhibit already in evi¬ 
dence. The balance sheet which we placed in evi¬ 
dence at the time Mr. Hall was on the witness 
stand, and which was the basis of his testimony, is 
Plaintiffs' Exhibit 151. It is referred to at page 
1029 of the transcript, and it was pointed out at 
that time that it shows on its face that it was 
prepared by the Controller’s Department of Dollar 
of Delaware on July 30, 1938, which was the date 
nearest or next preceding the execution of [1654] 
the August 15 agreement. 

* * * * * 

Mr. Siegel: If Your Honor please, I had [1657] 
in organizing the evidence in this case, not fol¬ 
lowed a chronological order in order to get to the 
adjustment plan as rapidly as possible, and there¬ 
fore did not touch the question of the period of 
April 30, 1937, to April, 1938. That is the period 
to which I now’ turn. 

* * * * * 

Mr. Siegel: I invite Your Honor’s [1658] atten¬ 
tion to the part of the stipulation appearing on page 
91, paragraph 6 of Article XI of the stipulation, 
the introductory part of the paragraph, beginning 
page 25. I do not know’ whether the balance sheet 
therein referred to as being evidence of the assets 
and liabilities of the company on the date stated is 
now’ in evidence, but I should like to read also line 
31: ‘‘June 30, 1937, Document 11-9.” 

I next offer in evidence as Defendants’ Exhibit 
next in order Document 11-9. 
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The Deputy Clerk: Defendants’ Exhibit No. 89. 

(Balance sheet headed “Dollar Steamship 
Lines Inc., Ltd., Balance Sheet at June 30, 
1937, heretofore identified as Document 11-9, 
was accordingly marked and received in evi¬ 
dence.) 

[Defendants’ Exhibit 89 reads in part as 
follows:] 



DEFENDANTS’ EXHIBIT No. 89 


ASSETS 

Currents Assets: 

Cash and Accounts Receivable: 

Cash .. 

Cash (Restricted in Italy)... 

U. S. Mails Receivable: 

Route FOM 25....$ 924,395.08 

Route FOM 27. 489,996.01 


.$ 187,212.74 

44,413.92 


U. S. Gov’t. Freights Receivable 
U. S. Gov’t. Passenger Accounts.. 

U. S. A. Branches Freight. 

Branches and Agents.. 

Pursers’ Accounts . 

Accounts Receivable. 


Insurance Claims: 

London Club Claims— 

Cargo Insurance.S 36,760.76 

London Club Claims— 

P. I. & Fines. 13,370.10 

Ships’ Accidents—Unadjusted.. 50,783.96 


DOLLAR STEAMSHIP LINES INC., LTD. 

BALANCE: SHEET AT JUNE 30, 1937 

' LIABILITIES AND CAPITAL 

Current Liabilities: 

Notes Payable—Bank Loan. t 

Accounts Payable: 

Trade Creditors.$ 1,902,364.47 

Due Connecting Carriers. 145,993.79 

The Robert Dollar Co. 209,431.98 


1,414,391.09 

73,860.57 

80,225.73 

373,627.64 

225,625.47 

29,502.85 

100,975.62 

S 2,529,835.63 


100,914.82 $ 2,630,750.45 


Inventories aboard vessels .~....... 


245,288 B4 
$ 2,876,039.29 


Accrued Taxes... 

Wireless Tolls. 

Claims Passenger Refunds.. 
Accrued Pay Roll . 


12,183.50 

5,402.22 

72,672.43 

32,571.26 


Accrued interest_ 


$ 2,380,619.65 
172,634.41 


Mortgages Payable 
Past Due: 

Construction Loans.$ 1,309,961.10 

Ship Sales. 4,165,000.00 

Due Within One Year: 

Construction Loans. 


$ 5,474,961.10 


609,571.00 


Total Current Liabilites.. 
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2,860,021.56 


2,5153,254.06 


6,084,532.10 


Total Current Assets. 


$ 11,437,807.72 
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Mr. Siegel: This is a balance sheet of Dollar of 
Delaware, June 30, 1937. All I wish to invite Your 
Honor’s attention to here, if Your Honor please, 
are the two figures for total current assets, and total 
current liabilities: “total current assets, $2,876,- 
039.29;” “total current liabilities, $11,437,807.72.” 

Now, if Your Honor please, I offer in evidence 
from page 91 of the stipulation, paragraph 4 of 
Article XI, the following. 

Mr. Harrison: I want to object to the [1659] 
introduction of paragraph 4 of the stipulation on 
the ground that no evidence was offered by plaintiff 
on any period of time in 1931 or prior thereto, and 
that it is remote and irrelevant, and has nothing to 
do with any issue in the case. 

Mr. Siegel: If the Court please, may I read the 
paragraph and state the relevance thereof? 

The Court: I have read the paragraph; suppose 
you state the relevance. 

Mr. Siegel: The relevance is to lay a foundation 
for offering Document 11-6, and Document 11-6 
shows that the condition which existed on June 30, 
1937, was in fact a chronic one, and I wish to 
make the point that that condition was very much 
in the minds of the Commission when it conducted 
the negotiations with Dollar of Delaware, and that, 
contrary to the picture sought to be given by the 
plaintiffs as to their earnings for the first nine 
months of 1936, which they did assert in their evi¬ 
dence, this company was on June 30, 1937, and its 
past history showed, in a chronic condition, in a 
very weak financial condition, and therefore under 
section 601(a) of the Merchant Marine Act, 1936, 
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the Commission could not, without a substantial 
financial readjustment, find that the company was 
qualified for a subsidy. 

The offer is very brief. It shows at least the 
state of the liabilities on June 30, 1937, and how 
they got that way. [1660] 

The Court: That has been stipulated to, has it 
not? 

Mr. Siegel: That is correct. 

The Court: You just make the objection as to 
its relevancy? 

Mr. Harrison: That is right. 

The Court: I will admit it. 

Mr. Siegel: (Reading) 

“Until the year 1931 Dollar of Delaware paid 
to the United States all sums of its indebtedness 
as they matured and became due. In the years 1931 
to 1937, inclusive, Dollar of Delaware paid part 
of its indebtedness to the United States, repre¬ 
sented bv the United States Maritime Commission 
and its predecessor agency, obtained extensions of 
part, and failed to make some payments as they 
came due, all as shown in Document 11-6.’ 7 

I will offer in evidence as defendants 7 exhibit 
next in order, and without comment, Document 
11-6. I will comment on it during the argument. 

The Deputy Clerk: Defendants 7 Exhibit No. 90. 

(Statement, heretofore identified as Docu¬ 
ment 11-6, headed, “American President Lines, 
Ltd., 77 was accordingly marked Defendants 7 
Exhibit 90 and received in evidence.) 





DEFENDANTS ’ EXHIBIT No. 

AMERICAN PRESIDENT LINES, LTD. 
STATEMENT SHOWING, BY EACH CLASS OF OBLIGATION, THE AMOUNT DUE AND UNP 
MORTGAGE NOTE ON MAY 1 AND DECEMBER 31, OF EACH YEAR FROM 1931 THROUGH 1937 AND 


(Amounts Shown as “Due and Unpaid” are Cumulative. Amounts Shown as “Due and Paid” are Payments I 



Mortgage Notes—502’s 

Mortgage Notes—535’s 

Construction Loans—502’s 

Construct 
ment Loai 

Year and Date 

Due and Unpaid 

Due and Paid 

Due and Unpaid 

Due and Paid 

Due and Unpaid 

Due and Paid 

Due and U 

1931 

(1) 





$ 50,000.00 


May 1 



(5) 





December 31 








1932 

(2) 





50,000.00 


May 1 



(6) 





December 31 







$ 559,5 4 

1933 

(3) 







May 1 



(7) 




472,2] 

December 31 





$ 50,000.00 


1,031,8! 

1934 

(4) 





50,000.00 


May 1 



(8) 


50,000.00 


819,71 

December 31 



1 


50,000.00 


559,5 

1935 






5,020.84 


May 1 

$ 577,500.00 


$ 843,750.00 


50,000.00 


559,5 

December 31 

577,500.00 


843,750.00 


94,979.16 


1,103,8 

1936 


$ 577,500.00 




44,979.16 


May 1 

1,516,832.00 


1,125,000.00 


94,979.16 


1,103.8 

December 31 

1,155,000.00 


1,125,000.00 


100,000.00 


1,119,1 

1937 


246,056.96 


$ 843,750.00 




May 1 

1,540,000.00 


2,625,000.00 


100,000.00 


1,119,1 

December 31 

1 9Q5 04, 


1,781,250.00 


1 50 non on 


1,678,7 




X *vv 


Total 

$ 823,556.96 


$ 843,750.00 


$ 200,000.00 



(1) Notes totaling $192,500.00 due March 15, 1931 were extended first to March 15, 1934 and again to March 15, 1937. 

(2) Notes totaling $192,500.00 due March 15, 1932 were extended first to March 15, 1933 and again to March 15, 1935. 

(3) Notes totaling $192,500.00 due March 15, 1933 were extended to March 15, 1935. 

(4) Notes totaling $192,500.00 due March 15, 1934 were extended to March 15, 1937. 

(5) Notes totaling $281,250.00 due May 1, 1931 were extended first to May 1, 1934 and again to May 1, 1937. 

(6) Notes totaling $281,250.00 due May 1, 1932 were extended first to May 1, 1933 and again to May 1, 1935. 

(7) Notes totaling $281,250.00 due May 1, 1933 were extended to May 1, 1935. 

(8) Notes totaling $281,250.00 due May 1, 1934 were extended to May 1, 1937. 

(9) Includes three notes on SS. President Hoover each in the amount of $279,926.00 (Total $839,778.00) which were paid in January 

Finance Department—Accounting Section 
December 22, 1947 
APL:lbl 
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90 

AID UNITED STATES MARITIME COMMISSION 
THE AMOUNT PAID, BY YEARS FROM 1931 THROUGH 1937 
Wade During the Year in Question and Not Cumulative Figures) 
ion and Hotel Equip- Reconditioning Loans 

ns Hoover & Coolidge Johnson and Fillmore Total 


npaid 

Due and Paid 

Due and Unpaid 

Due and Paid 

Due and Unpaid 

Due and Paid 


$ 200,000.00 

$ 250,000.00 



$ 84,000.00 

! 84,92850 

8 84,000.00 

134,92850 

71.00 

S 87,321.25 

115,071.50 

115,071.50 

674,642.50 

202,392.75 

19.75 


84,000.00 


556,249.75 

20.75 

1,031,820.75 

200,000.00 

222,144.37 

1,281,820.75 

1,303,965.12 

01.79 


284,000.00 


1,153,701.79 

71.00 

15,270.00 

177,855.63 

227,855.63 

787,426.63 

248,146.47 

71.00 


181,709.16 


2,212,530.16 

72.00 

544,301.00 

150,000.00 

59,082.16 

2,770,101.16 

1,225,86252 

,72.00 


150,000.00 


3,990,683.16 

42.00 


90,917.84 

98.74 

3,260,05954 

1,089,905.70 

12.00 


90,819.10 


5,474,961.10 

13 

90,819.10 


4,994,725.14 



S 1,678,713.00 

$ 909,180.90 

84,455,200.86 



1938 when settlement was received for loss of vessel. 


e 
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* * * * * 

Mr. Siegel: Now, if Your Honor please, [1666] 
I next offer in evidence paragraph 8(a) of Article 
XI of the stipulation, appearing on page [1667] 
92, starting first at line 11: 

“8. Certain statements appearing in the minutes 
of the meeting of the Board of Directors of Dollar 
of Delaware on May 19, 1937, may be taken as 
evidence of the matters therein stated, as follows: 

“(a) That on May 4, 1937, Dollar of Delaware 
received a wire sent by Mr. R. Stanley Dollar stat¬ 
ing that the Maritime Commission had requested 
the following information:” 

“ *1. Income statement, first quarter year 1937. 
Strike expense shown separately. 

2. Balance sheet at March 31, 1937. 

3. Program for mergers. 

4. How much money on stock issue. 

5. How much new money if any. 

6. Services to be run and subsidies required. 

7. The Income Statement (1) and balance sheet 
(2) above to be stated in two forms (a) as at 
present; (b) adjusted to reflect mergers.’ ” 

Mr. Siegel: I offer in evidence the next docu¬ 
ment, 2-C-l, which is a draft of minutes of the 
April 21, 1937, meeting of Dollar of [1668] Dela¬ 
ware, as Defendants’ exhibit next in order. 

The Deputy Clerk: Defendants’ Exhibit No. 93. 

(The copy of Minutes, headed “Dollar Steam¬ 
ship Lines, Inc., Ltd., Board of Directors Meet¬ 
ing, Held April 21, 1937,” heretofore identified 
as Document 2-C-l, was accordingly marked 
Defendants’ Exhibit 93 and received in evi¬ 
dence.) 
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[Defendants' Exhibit 93 reads in part as 
follows:] 

* * * * * 

Mr. Fleishhacker: If I telephone Washington 
will you pay the telephone eall 

Mr. Dollar: I will pay half of it 

Mr. Fleishhacker: Let me have copy of state¬ 
ment so I can go over it tonight and telephone 
Will you come up while I ring them up 

Mr. Dollar: Yes We cannot operate the way we 
are going 

Mr. Fleishhacker: If you have any better 
thoughts 

Mr. Hall: You will take up AML at the same 
time 

Mr. Fleishhacker: Eleven o'clock tomorrow 

Mr. Thompson: Are they doing the same to 
everybody 

Mr. Dollar: Yes Jack Franklin went down, there 
the other day to talk about building boats Told 
them financial statement did not warrant advancing 
money Told them to raise more money and come 
back and talk to them 

* * * * * 


Mr. Siegel: I now offer in evidence 8(b) on 
page 92 of the stipulation, line 29 to the bottom of 
the page, the last three lines on page 29 of the 
stipulation. It is very short, and states: 

“That Mr. Lorber conferred with Mr. Herbert 
Fleishhacker regarding the Commission's request, 
but had been unable to offer Mr. Dollar any support 
for new capital.” 
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Mr. Siegel: (Resuming) Solely to identify Mr. 
Fleishhacker, referred to in the evidence, I offer in 
evidence from page 109 of the stipulation, para¬ 
graph 21 of Article XVI: 

“Mr. Herbert Fleishhacker during 1937 and until 
October 27, 1938, was president and a director of 
the Anglo Bank.” 

I offer now from the stipulation on page 29, line 
13, “Document 2-P-17 is a true copy of a wire of 
May 25, 1937, from Max O’Rell Truitt, General 
Counsel of the United States Maritime Commission 
to Dollar of Delaware.” 

I offer Document 2-P-17 as Defendants’ [1669] 
exhibit next in order. 

The Deputy Clerk: Exhibit No. 94. 

(A copy of a telegram dated May 25, 1937, to 
Dollar Steamship Lines, heretofore identified 
as Document 2-P-17, was accordingly marked 
Defendants’ Exhibit No. 94 and received in 
evidence.) 


[Defendants’ Exhibit 94 reads as follows:] 

May 25, 1937 
Collect 

Dollar Steamship Lines Inc Limited 
Robert Dollar Building 
San Francisco California 

Replying Your Two Telegrams May Twenty Fifth 
Stop Our Wire May First Requested Actual Opera¬ 
tions Statement First Quarter And Projected State¬ 
ment For Remaining Three Quarters Of This Year 
Following The Regular Commission Form Stop 
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Obviously This Means To Follow Details Of Sche¬ 
dule B And B One Of Annual Report Stop Fore¬ 
cast You Submitted Gives Totals For Three Items 
Namely Revenues Expenses And Resulting Net 
Stop If Should Analyze Revenues And Expenses In 
Substantially The Form Required By Schedules B 
And B One And Should Be Accompanied By Ex¬ 
planatory Notes Necessary To Show Estimated 
Cash Receipts And Disbursements Which May Not 
Be Reflected In The Income Accounts Themselves 
Stop Also Please Refer Your Comment Quote All 
Data Requested Has Now Been Delivered Unquote 
Your Mister Hall Was Requested By The Commis¬ 
sions Examiners To Furnish Us The Following 
Data Balance Sheets And Income Accounts For 
Years Nineteen Twenty Eight To Nineteen Thirty 
Six Inclusive For The Robert Dollar Company 
Dollar Investment Company Dollar Steamship Com¬ 
pany Of California Pacific Lighterage Corporation 
Estand Incorporated And Olympic Refining Com¬ 
pany Together With Each Companvs List Of Stock¬ 
holders Owning More Than Five Per Cent Of Any 
Class Of Stock Amount Of Such Stock Held And 
Amounts Pledged And The Nature And Amount 
Of Liens There Against Stop Please Advise When 
Information As Requested Last Week May Be 
Expected 

MAX O’RELL TRUITT 
General Counsel 


JWS.M 
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Mr. Siegel: I offer now from the stipulation on 
page 29 line 22: 

“Document 2-P-18 is a true copy of a telegram 
of June 8, 1937, to Dollar of Delaware from said 
Truitt.” 

And I offer in evidence as defendants’ exhibit 
next in order Document 2-P-18. 

The Deputy Clerk: Defendants’ Exhibit No. 95. 

(A copy of a telegram dated June 8, 1937, 
to “Dollar SS Lines Inc., Ltd.,” heretofore 
identified as Document 2-P-18, was accordingly 
marked Defendants’ Exhibit No. 95, and re¬ 
ceived in evidence.) 


[Defendants’ Exhibit 95 reads as follows:] 

Western Union Telegram 

June 8, 1937 
Washington D C 
Collect 

Dollar S S Lines Inc Ltd. 

Robert Dollar Bldg San Francisco 

An Inventory Of Information Submitted By You 
In Response To Our Telegram Of May Twenty 
Fifth Indicates That The Following Reports Have 
Not As Yet Been Received Balance Sheets And 
Income Statements For Years Nineteen Twenty 
Eight To Nineteen Thirty Five Inclusive Of Robert 
Dollar Company, Dollar Investment Company, Pa¬ 
cific Lighterage Company, Olympic Refining Com¬ 
pany, And For Years Nineteen Twenty Eight To 
Nineteen Thirty One Inclusive Of Dollar Steamship 
Of California Also Please Submit Surplus Analy- 
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sis For Each Of Above Companies For Periods 
Indicated 

Max ORell Truitt General Counsel 


Mr. Siegel: I offer in evidence now from page 
29 of the stipulation, paragraph 8, line 16, the 
following: 

‘‘Certain statements appearing in the minutes of 
the Board of Directors of Dollar of Delaware for 
June 16. 1937, (of which Document 2-A-6 is a copy) 
may be taken as evidence that on June 1, 1937, said 
Max O'Rell Truitt sent a letter to R. Stanley [1670] 
Dollar as set forth in said minutes/’ 

I offer in evidence as defendants’ exhibit next 
in order Document 2-A-6. I invite Your Honor’s 
attention to the letter appearing on page 2 of the 
minutes. 

The Deputy Clerk: Defendants’ Exhibit 96. 

(The copy of minutes headed “Regular Meet¬ 
ing of Board of Directors,” heretofore identi¬ 
fied as Document 2-A-6, was accordingly marked 
Defendants’ Exhibit 96 and received in evi¬ 
dence.) 


[Defendants’ Exhibit 96 reads in part as 
follows:] 

June 1, 1937 

Mr. R. Stanley Dollar 
Washington, D. C. 

Dear Mr. Dollar: 

I have your letter of May 26, 1937, in which you 
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quote a telegram from your San Francisco office, 
protesting against the withholding of mail pay by 
this Commission. 

Your San Francisco office apparently is trying 
to blame this Commission for your company’s 
financial difficulties. Actually, as you know, the 
responsibility rests entirely with your company. For 
several weeks, we have tried without success to 
obtain sufficient financial information to negotiate 
for a settlement of our various claims and to grant 
an operating differential subsidy that would enable 
you to compete with your foreign competitors as 
provided in the Act. If the information had been 
furnished promptly the matter would long since 
have been concluded. Financial relief has been de¬ 
layed only because your company has deliberately 
failed to cooperate with this Commission in these 
matters. Consequently, the responsibility for any 
unfortunate results that may follow cannot be 
shifted to this Commission by your organization, 
which is and has been solely at fault. 

It also appears from the quoted telegram that 
your San Francisco officials are under the misap¬ 
prehension that your company is clearly entitled to 
payment of funds claimed to be due under the mail 
contracts. Actually, as you know, this Commission 
claims the right to withhold mail payments upon 
at least three grounds: first, because your company 
is in default in substantial amounts under the exist¬ 
ing sales and construction notes, a consequence of 
which is that the Commission has the right of offset; 
second, because the validity of the ocean mail con¬ 
tracts is in dispute, and third, because your com- 
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pany has failed to comply with the terms of the 
provisions of the ocean mail contracts. The Com¬ 
mission cannot release public funds to your com¬ 
pany before these matters have been finally deter¬ 
mined or adjusted. 

/s/ MAX O’RELL TRUITT 
General Counsel 

* * * * * 


Mr. Siegel: I offer in evidence next from page 
29 line 24, paragraph 10 of Article II-P: 

‘‘Document 2-P-19 is a true copy of a telegram 
of June 14, 1937, sent by the Secretary of the 
Maritime Commission to Dollar of Delaware/’ 

I offer in evidence as defendants’ exhibit next in 
order Document 2-P-19. 

The Deputy Clerk: Defendants’ Exhibit No. 97. 

(The copy of a telegram dated June 14, 1937, 
to “Dollar SS Lines Inc., Ltd.,” heretofore 
identified as Document 2-P-19, was accordingly 
marked Defendants’ Exhibit 97 and received 
in evidence.) 
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[Defendants’ Exhibit 97 reads as follows:] 

Western Union Telegram 

Washington D C June 14, 1937 

Dollar S S Lines Inc Ltd. 

311 California St San Francisco 

The Commission Realizing The Pressure Of Time 
Decided That Operating Subsidy Agreements In 
Order To Cover July Voyages Must Be Executed 
At An Early Date Stop In Order Therefore To 
Have Some Time For Final Signing And Settle¬ 
ment The Commission Has Fixed June 19 1937 As 
Final Date And Operating Subsidy Agreements 
Executed After June 19 Will Not Become Opera¬ 
tive Before August 1, 1937 

W C PEET Secy 


*■****■ 

Mr. Siegel: I next offer, if Your Honor [1671] 
please, from page 29 of the stipulation, line 27: 

“Document 2-P-20 is a true copy of a telegram of 
June 15, 1937 from Dollar of Delaware to the Mari¬ 
time Commission.” 

I offer in evidence as Defendants 7 Exhibit next in 
order document 2-P-20. 

The Deputy Clerk: Defendants 7 Exhibit No. 98. 

(A copy of a telegram dated San Francisco, 
California, June 15,1937, to United States Mari¬ 
time Commission, heretofore identified as Docu¬ 
ment 2-P-20, was accordingly marked and re¬ 
ceived in evidence Defendants 7 Exhibit No. 98.) 
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[Defendants 7 Exhibit 98 reads as follows:] 

Western Union Telegram 

San Francisco, Calif 
June 15,1937 

United States Maritime Commission 
W. C. Peet, Secty 
Washington, D. C. 

Inasmuch As Physically Impossible To Submit 
Reports Referred To In Your Counsels Telegram 
June Eighth By June Nineteenth The Date Referred 
To In Your Telegram June Fourteenth As The 
Final Date For Execution Of Subsidy Agreements 
And As Subsidy Agreement Essential To Accom¬ 
plishment Our July Voyages And As Your Commis¬ 
sion In Possession Of Necessary Data For Consid¬ 
eration Of Application As To Entity Dollar Steam¬ 
ship Lines Inc. Ltd. Kindly Wire When We May 
Expect Form Of Agreement For Submission To Our 
Board Of Directors 

DOLLAR STEAMSHIP LINES 
INC. LTD. 


* * * * * 

Mr. Siegel: I next offer in evidence, if Your 
Honor please, on page 29, paragraph 12 of Article 
II-P, line 30: 

“Document 2-P-21 is a true copy of a telegram of 
June 17, 1937 from said Truitt to Dollar of Dela¬ 
ware.” [1672] 

I offer in evidence as Defendants’ exhibit next in 
order Document 2-P-21 
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The Deputy Clerk: Defendants ’ Exhibit No. 99. 

(Copy of telegram dated June 17, 1937, 
“Night Letter” to R. Stanley Dollar, heretofore 
identified as Document 2-P-21, was accordingly 
marked Defendants’ Exhibit 99 and received in 
evidence.) 

Mr. Siegel: This telegram, if Your Honor please, 
I wish to read because it bears upon the position 
taken by the Commission, in our view, at the time it 
failed to grant a subsidy June 30,1937: 

“The Commission desires me to confirm the under¬ 
standing reached in our conferences that under the 
law it is impossible to enter into an operating differ¬ 
ential agreement unless it be established that your 
company has the financial resources to enable it satis¬ 
factorily to operate in and promote foreign com¬ 
merce. To enable the Commission to reach such a de¬ 
termination as to your financial resources, certain 
financial information has been requested which infor¬ 
mation you have promised but have not submitted 
stop As pointed out in my letter of June 1,1937 mail 
pay is being withheld as a consequence of your de¬ 
fault on your obligations to the Commission stop The 
Commission is in view of your promises ex- [1673] 
pecting you to furnish the necessary data together 
with assurances of fresh capital required to qualify 
your company for an operating subsidy. For the rea¬ 
sons set out herein in addition to those in my letter 
of June 1, 1937 the Commission will be unable to 
comply with your recent telegraphic requests for an 
operating differential agreement stop Please be ad¬ 
vised that we are prepared to do our utmost to extend 
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temporary aid to your company immediately upon 
receipt of data and assurances of fresh capital re¬ 
quested/' 

I now offer in evidence, if Your Honor please, as 
bearing on an issue raised in the evidence offered by 
the Plaintiffs, page 34 of the Blue Book, third para¬ 
graph thereof. 

The Court: The second Blue Book? 

Mr. Siegel: Second Blue Book, page 34, has been 
offered in evidence by the Plaintiffs, beginning, “It 
should be noted in this connection . . .” and ending 
“. . . a judiciary organization might then become 
necessary.” 

And as a foundation for my next offer, I offer in 
evidence from page 29 of the stipulation paragraph 
5 of Article II-P: 

“Documents 2-P-13 and 2-P-14 are true copies of 
memoranda submitted, respectively, on May 3, 1937 
and May 10, 1937, to the United States Maritime 
Commission by Carl Farbach, at that time a member 
of the Commission’s Legal Division.” [1674] 

I offer in evidence as Defendants’ exhibit next in 
order Documents 2-P-13 and 2-P-14, together as one 
exhibit. 

The Deputy Clerk: Defendants’ Exhibit 100. 

(Document headed “Preliminary Legal Mem¬ 
orandum (Revised),” heretofore identified as 
Document 2-P-13, and document headed “Sup¬ 
plemental Legal Memorandum,” heretofore 
identified as Document 2-P-14, were accordingly 
marked Defendants’ Exhibit 100 and received in 
evidence.) 
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[Defendants’ Exhibit 100 reads as follows:] 
Form 3106 

United States Maritime Commission 

To: Commissioner Land 
From: The General Counsel 

The attached preliminary legal memorandum has 
been prepared within a very lirpited space of time. 
There has been no opportunity for careful review, 
and it is not to be considered as a final expression of 
opinion. It will be appreciated if this report may be 
examined carefully and any desired suggestions fur¬ 
nished by tomorrow morning. 

Max O’Rell Truitt, 

General Counsel 

Preliminary Legal Memorandum (Revised) 

[In Longhand]: Confidential 

Dollar Steamship Line, Route 25 & 27 
American Mail Line, Route 26 

A. Statement of Facts: 

Dollar Steamship Lines, Inc., Ltd. (Delaware) is 
the contractor (as successor to Dollar Steamship 
Line, a (California corporation) on the following 
routes: 

(a) Route 25—From San Francisco via Honolulu, 
Yokohama, Kobe, Shanghai and Hong Kong to Ma¬ 
nila ; not less than twenty-six (26) trips per annum, 
by ships of Class 3, capable of maintaining 18 knots 
and with a gross registered tonnage of not less than 
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12,000 tons, but the Postmaster General and the con¬ 
tractor may agree upon the operation of Class 2 or 
Class 1 vessels; payment, for Class 3, $6.00 per mile 
during the first five years and thereafter $8.00 per 
mile (statutory maximum $8.00) ; for Class 2, $10.00 
per mile and for Class 1 $12.00 per mile, if such 
vessels be agreed upon. No new construction is re¬ 
quired. The ships now assigned to this route are the 
President liners Cleveland, Lincoln, Pierce and Taft 
of the “535” type, all of which run from New York, 
and the Coolidge and Hoover which run from San 
Francisco. The President Wilson was transferred to 
Route 27 on January 1,1936. 

(b) Route 27—From San Francisco via Honolulu, 
Kobe, Shanghai, Hong Kong, Manila and Singapore, 
to Colombo, Ceylon; not less than twenty-six (26) 
trips per annum, by ships of Class 5, with a speed of 
14 knots and a gross registered tonnage of 10,000 
tons, provided that the contractor could be required 
to put into operation new Class 3 vessels, having a 
speed of 18 knots and a gross registered tonnage of 
12,000 tons, one by August 30,1931, another by 1933, 
a third by 1935 and a fourth by 1937; and provided 
further that additional vessels of Class 3,2 or 1, could 
be agreed upon; payment, for Class 5, at $4.00 per 
mile (the statutory maximum); for Class 3, $8.00, 
Class 2, $10.00 and Class 1 $12.00 per mile (all of them 
being the statutory maximum). The vessels assigned 
are the Hayes, Adams, Van Buren, Polk, Monroe, 
Harrison and Garfield, all of the “502” type, and the 
Wilson, of the “535” type, which was transferred 
from Route 25 on January 1,1936. 
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The American Mail Line, all of whose stock is 
owned by Admiral Oriental Line, 77% of whose stock 
is owned by the Dollar interests, is the contractor (as 
successor to said Admiral Oriental Line) on the fol¬ 
lowing : 

(a) Route 26 — Prom Seattle, via Yokohama, 
Kobe, Shanghai, and Hong Kong, to Manila, twenty- 
six (26) trips per annum to be made, by vessels of 
Class 3, with a speed of 18 knots and a gross regis¬ 
tered tonnage of 12,000 tons; but vessels of Class 3 
or of Class 1 may be agreed upon between the Post¬ 
master General and the contractor; payment, for 
Class 3, to be $6.00 per nautical mile for the first five 
years, and $8.00 per nautical mile thereafter (statu¬ 
tory maximum $8.00); for Class 2, $10.00 per mile, 
and for Class 1, $12.00 per mile, if such operation be 
agreed upon. No new construction is required. The 
ships now assigned are the Grant, Jackson, Jefferson, 
McKinley and Madison, all “535” type vessels. 

The contracts on Routes 25, 26 and 27 are all for 
the period October 1, 1928 to September 30,1938, so 
that the unexpired term thereof as of June 30, 1937, 
will be fifteen (15) months. 

B. Contracts under 1920 Act 

The “President” ships Cleveland, Lincoln, Pierce, 
Taft and Wilson were bought by the Dollar Steam¬ 
ship Line (California) and Mr. R. Stanley Dollar 
from the Government, pursuant to an agreement of 
April 29, 1925, the buyers agreeing to operate said 
vessels between a port or ports in California and Ma¬ 
nila, calling at Hawaii and ports in Japan and China, 
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17 voyages a year, for 5 years from the date of the 
agreement (or April 29,1930). R. Stanley Dollar was 
paid a commission of $281,250 in connection with the 
purchase of these vessels. 

The ships Jefferson, Madison, McKinley, Grant 
and Jackson were bought by Admiral Oriental Line 
from the Government, pursuant to an agreement 
dated May 28, 1926, the buyer agreeing to operate 
said vessels between Seattle and Manila, calling each 
way at ports in Japan and China, 17 voyages a year, 
for 5 years from the date of delivery of the first of 
said vessels. R. Stanley Dollar was paid a commission 
of $225,000 in connection with the purchase of these 
vessels. 

The steamships Hayes, Garfield, Adams, Harrison, 
Van Buren, Polk and Monroe, were bought by Dollar 
Steamship Line (California) from the Government, 
pursuant to an agreement of September 25,1923, the 
buyer agreeing to operate said vessels in the Round- 
the-World service, 10 voyages a year, for 5 years 
from the date of delivery (December 24,1923) of the 
first vessel. R. Stanley Dollar was voted a commission 
of $192,500 in connection with the purchase of these 
ships, of which $129,244 was paid. 

The routes specified in the above agreements are 
substantially the same as P.O.M. routes 25,26 and 27, 
respectively. 

C. Awarding and Execution of Mail Contracts 

Advertisement for bids on all three routes was first 
published July 25, 1928, bids to be received by 12 
o'clock, noon, on August 20,1928, service to be com¬ 
menced September 1, 1928. The services described. 
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including the vessels to be used, were the same as 
those then maintained by the Dollar Line and the Ad¬ 
miral Oriental Line. The bids of the Dollar Line on 
25 and 27 and the Admiral Oriental Line on 26, all 
at the maximum rates, were the only bids received. 
It is highly doubtful that the letting of the contracts 
complied with the statutory requirements of competi¬ 
tive bidding, and the Postmaster General in his re¬ 
port to the Chairman of the Special Committee of the 
Senate, concludes that there was no competitive bid¬ 
ding, as required by the statute. 

D. Right to Cancel Contracts 

The Government has the right to cancel all of the 
contracts because of lack of competitive bidding. It 
may also annul or cancel the contract for Route 27, 
by reason of the failure of the contractor to comply 
with the construction requirements thereof. As stated 
above, one new Class 3 vessel was to be constructed 
by August 30,1931, and another one every two years 
thereafter. The contractor constructed two Class 2 
vessels (the Hoover and the Coolidge), but these 
were, by agreement with the Postmaster General, 
transferred to Route 25, as being too fast for Route 
27. The contractor requested, in this connection, that 
it be relieved of its construction obligations (or that 
the construction of the Hoover and the Coolidge be 
considered as being in full compliance therewith) 
but the request was not granted. Therefore the con¬ 
tract may be annulled under the provision thereof 
giving the right to annul “for failure to provide and 
operate any vessel in accordance with the require¬ 
ments of the advertisement and this contract. 
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E. Value of Routes 

The Postmaster General concludes in his report 
that, while all three routes have a certain value to the 
Postal Service, Route 27 is of little value as a mail 
carrier, but from Manila to Singapore is of slight 
value in transporting parcel post. Route 26 is the 
most valuable of the three routes. 

Routes 25 and 26 are stated to be valuable trade 
routes, and Route 27 (round-the-world) is considered 
to be of importance. 

F. Claims of Contractors 

As stated above, all of the contracts may be ter¬ 
minated by the Government without liability for 
damages. In connection with any settlement with the 
contractor, however, it may be advisable to treat the 
contracts as being valid. If such is the case, the con¬ 
tractors make the claims herein set forth. 

I. Unfounded Claims 

(a) The Dollar Line claims a total of $7,674,750.39 
as damages for cancellation of the contracts on Route 
25 and Route 27. Of this amount, claims in the 
amount of $6,954,130.25 are without any legal basis 
whatsoever, and claims of $720,620.14 merit some 
consideration. 

The claims for which no possible basis is seen are 
as follows: 

(1) Claims for $2.00 per mile on Route 25, based 
upon the fact that contract (as executed by the contrac¬ 
tor) provided for $6.00 per mile for the first five years 
whereas the statute permitted payment of $8.00 per 
mile, which was the original bid of the contractor_$ 1,861,620.00 
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(2) Claim, on Route 27, for $4.00 per mile for all 
voyages of the ships Wilson and Pierce, because said 
ships were paid $4.00 per mile (being the rate for Class 
5 vessels) rather than $8.00 per mile (the statutory maxi¬ 
mum for Class 3 vessels, which the contractor claims 
said vessels to be); and $2.00 per mile for all voyages 
of the ships Johnson and Fillmore, because said ships 
were paid $4.00 per mile (being the rate for Class 5 
vessels rather than $6.00 per mile (the statutory maxi¬ 
mum for Class 4 vessels, which the contractor claims 
said vessels to be). The contract calls for operation by 
vessels of Class 5, with a provision for substitution of 
vessels of other classes by agreement between the con¬ 
tractor and the Postmaster General. The Postmaster did 

not agree to a substitution of such other vessels.$1,162,986.00 

(3) Claim that outward voyage on Route 27 extends 
to Alexandria, Egypt, rather than to Colombo, Ceylon. 

The contract specifies Colombo, Ceylon, as terminus....$3,708,692.00 

(4) Claim based upon over-payment of interest on 
hotel equipment on ships Hoover and Coolidge. Interest 
on the construction loans was at *4% and 1%, respec¬ 
tively, on the two vessels. An additional loan was made 


about the time of completion, to finance the hotel equip¬ 
ment for the ships. The board fixed the rate at 3*4% 
and the contractor agreed to pay it. 83,463.75 

(5) Claim for payment under contract 32 by reason 
of Dollar Line chartering vessel to the contractor on 
Route 32, and use of ship by said contractor on one 

voyage .... 16,096.00 

(6) Claim for refusal to pay for transmission of 
mail to Canal Zone on basis of its being a domestic port. 

The contractor sued for this and the District Court gave 
judgment for the United States, which was affirmed by 

the Circuit Court of Appeals for the Ninth Circuit. 5,056.42 

(7) Claims for future rental under unexpired leases 
are made, in the amount of $235,605.11. Of this. 


$116,216.08 represents rent to become due after Sep¬ 
tember 30,1938, when the contracts by their terms expire 116,216.08 

Total of Unfounded Claims of Dollar Steamship 

Line, Inc., Ltd.$6,954,130.25 

(b) The American Mail Line claims a total of 
$2,434,557.25 as damages for cancellation of the con¬ 
tracts on Route 26. Of this amount, claims in the sum 
of $2,087,960.24 are without any legal basis whatso¬ 
ever, and claims of $346,597.01 merit some consider- 
tion. 








1892 R . Stanley Dollar, et al 

The claims for which no possible basis is seen are 
as follows: 

(1) Claim for $2.00 per mile, based upon the fact 
that the contract (as executed by the contractor) pro¬ 
vided for $6.00 per mile for the first five years, 
whereas the statute permitted payment of $8.00 per 

mile, which was the original bid of the contractor.$1,764,696.00 

(2) Claim for rehabilitation of President Madison, 
which capsized during the year 1936. $1,000,000 and 
the vessel, were received from the insurers. From these 
proceeds, the notes to the Government for the balance 
of the purchase price of the Madison were paid off, 
and a large portion of the cost of rehabilitation 
($401,019.80) was paid. This cost of rehabilitation is 
pro-rated over the period from completion of con¬ 
struction to the expiration of the mail contract, and 
claim for the portion of the cost allocated to the unex¬ 
pired term of the contract is made. As of December 10, 

1936, this was. 294,348.00 

(3) Claim for expenses incurred in connection with 
the various hearings, relating to ocean mail contracts, 
before the Senate Committee, before the Postoffice De¬ 
partment, and in connection with questionnaires and 

General Order No. 3. 28,916.24 


Total Unfounded Claims of American Mail Line....$2,087,960.24 

II. Reasonable Disputable Claims. 

(a) The Dollar Line makes the following claims, 
which merit consideration: 

(1) A claim of $37,016.00 on Route 25 and $16,- 
912.00 on Route 27, is made by the Dollar Company, 
representing a deduction from mail pay for the sav¬ 
ing in mileage by reason of vessels on various trips 
going through Bonham Strait, while the “shortest 
practicable route” had been determined on the basis 
of the ships going outside the Saddle Islands, 28 
miles longer. The route via Bonham Strait is the 
shortest practicable route under favorable conditions 
of visibility but such conditions cannot be deter¬ 
mined in advance. The contractor’s claim is based 
upon the provision of the statute that the Postmaster 
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General shall determine the number of nautical miles 
by the shortest practicable route, and 44 payment un¬ 
der any contract” * * * “shall be made for such 
number of miles on each outward voyage regardless 
of the actual mileage traveled.” The contract pro¬ 
vides that the compensation shall be 4 4 based upon the 
mileage by the shortest practicable route between the 
ports of call on each outward voyage.” This would 
appear to indicate that mileage is to be determined 
according to the shortest practicable route for each 
voyage, so that, if it were practicable to go through 
Bonham Strait, the mileage of the shortest prac¬ 
ticable route would be decreased by 28 miles for the 
particular voyage. In no case, however, has any at¬ 
tempt been made to determine the 4 4 shortest prac¬ 
ticable route” for a particular voyage. 

It is believed that the contractor would have a good 
chance to substantiate these claims in court. There¬ 
fore, this claim should be definitely taken into con¬ 
sideration. 

(2) $177,696.00 is claimed because the compensa¬ 
tion of the Dollar Line on Route 25, for voyages of 
the Taft, Pierce, Lincoln and Cleveland, was reduced 
from $8.00 to $6.00 per mile, effective January 7,1936, 
by reason of the refusal of the contractor to submit 
to a speed test over the measured mile at Los An¬ 
geles, as requested by the Shipping Board. Although 
the Shipping Board had originally certified that the 
ships in question were capable of maintaining 18 
knots, no tests were ever made, and the logs of the 
vessels were not satisfactory to our technicians. In 
addition, it appears that the vessels were originally 
designed for a speed of 16 to 17% knots. 
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It is not believed that the contractor could sub¬ 
stantiate this claim. 

(3) $211,826.17 is claimed as an over-payment of 
interest during construction on the Hoover and 
Coolidge. Under the statute, interest was to be at not 
less than 5*4 per cent when a ship was inactive or in 
coastwise service. When operated in foreign trade, 
the rate was to be the lowest yield of certain Govern¬ 
ment obligations outstanding at the time of the loan. 
The Shipping Board (in accordance with a ruling of 
the Comptroller General) determined that a vessel 
under construction was “inactive,” and accordingly 
charged interest at 5*4% during construction of the 
Hoover and Coolidge. Subsequently, the statute was 
clarified, so that loans during the construction period 
would bear the lower rate of interest. The subsequent 
amendment of the act would not affect the charging 
of interest prior to the date of the amendment, even 
though the intent of the original act was the same. 
The language of the original act clearly justifies the 
construction placed upon it by the Shipping Board. 

It is believed that the contractor could not sub¬ 
stantiate this claim in court. 

(4) $143,912.63 is claimed as an overpayment of 
interest on construction loans on certain vessels in 
the round-the-world and Manila-to-New York serv¬ 
ice. The act provided that loans should bear interest 
at 5*4% “during any period in which the vessel is 
operated exclusively in coastwise trade.” A lower 
rate of interest is prescribed for “any period in which 
the vessel is operated in foreign trade.” The Ship¬ 
ping Board determined that the vessels on these serv- 
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ices were in coasewise trade between New York and 
California, and determined that a portion of the 
construction loan should bear interest at a higher 
rate, bearing to the total loan the same proportion 
as the gross coastwise revenues bear to all the rev¬ 
enues. 

The formula established by the Shipping Board is 
in accordance with a reasonable construction of the 
Act, and therefore stands a reasonable chance of be¬ 
ing upheld in Court. The question is doubtful, how¬ 
ever, and the claim merits some consideration. 

(5) Claim is made for $13,868.31, for an under¬ 
payment on one voyage under a contract of July 7, 
1927. This was a mail contract for the year ending 
June 30, 1928, calling for not exceeding 26 voyages. 
On June 19, 1928, this was extended until the new 
mail contract (under the 1928 Act) should become 
effective. On June 29, 1928 (just before the expira¬ 
tion of the original term of the contract), the 27th 
voyage was started and the contractor claims at the 
mileage rate of $2.00 per mile, or $16,934.00, in¬ 
stead of payment (as made) at poundage rates, of 
$3,065.69. It appears that during the 15 months the 
contract as extended was in force, 33 voyages were 
made and 32 were paid for at mileage rates (voyage 
27 being excluded). 

Since 32 is the maximum number of voyages that 
were called for by the contract, it appears that the 
extra payment is not justified. Furthermore, this 
claim does not arise out of a contract under the Act 
of 1928. The contractor has sued in the Court of 
Claims on this claim, and the case is now pending. 





1896 


R . Stanley Dollar, et al 


(6) As to the lease claims (amounting as of De¬ 
cember 1, 1936, to $119,389.03, after deductions of 
rental for the period subsequent to September 30, 
1938), for the period to September 30, 1938, no ade¬ 
quate information is submitted as to the circum¬ 
stances surrounding the same. It is therefore im¬ 
possible to determine what, if any, amount should be 
considered as a fair payment by reason of these com¬ 
mitments. Clearly, the full rental should not be al¬ 
lowed and it is quite probable that a number of these 
leases would have been entered into irrespective of 
the mail contract. Furthermore, if the line is con¬ 
tinued, whether with or without any operating dif¬ 
ferential subsidy, all or a large part of these offices 
will have to be maintained. 

In view of the foregoing, some weight may be 
given to these lease claims, but it is doubtful that the 
amount to be awarded would be more than a small 
percentage of the amount claimed. 

(b) The American Mail Line makes the following 
claims, which merit consideration: 

(1) Deduction of $24,640.00 on voyages through 
Bonham Strait. This is the same as the claim of the 
Dollar Line, referred to above, and the contractor has 
a good chance of substantiating the claim in court. 

(2) $302,784.00 is claimed, representing a deduc¬ 
tion of $2.00 per mile subsequent to January 1,1936, 
by reason of the refusal of the contractor to submit 
to a speed test. As in the case of the Dollar Line, it is 
believed that this claim could not be substantiated in 
court. 

(3) The contractor requests $4,790.63, a propor- 
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tion of the cost of construction of the post office facili¬ 
ties on its vessels, based upon the unexpired term of 
the contract. The claim is worthy of consideration, 
but should not be allowed if the service is continued. 

(4) The contractor also submits a claim for pro¬ 
portionate cost of the removal of the post office 
facilities, in the amount of $1,782.38. This is in the 
same category as the cost of construction thereof, but 
should not be allowed unless the facilities are actually 
removed. 

(5) The contractor makes a claim of $12,600 (as 
of December 1, 1936) on an unexpired lease dated 
October 16, 1928, and expiring December 31, 1938. 
Some claim, not exceeding the rental (at $600.00 per 
month) for the period to September 30,1938, is justi¬ 
fied, but the amount thereof is dependent upon un¬ 
known circumstances, in the same manner as the 
similar claims of the Dollar Line, referred to above. 

G. Claims of Government. 

I. Indebtedness on Ship Sales, Construction and 
Rehabilitation Loans. 

The Government has, of course, claims based upon 
the indebtedness of the contractors for the purchase 
of certain of the ships, and for rehabilitation and 
construction loans. Attached hereto is a statement of 
the status, as of May 1, 1937, of the Dollar Line’s 
indebtedness on these purchases and loans. It will be 
noted that the Dollar Line is in default on all of its 
loans. In the case of each vessel covered by a pre¬ 
ferred mortgage securing a loan or purchase which is 
in default, the Government can foreclose the interest 
of the mortgagee in such vessel. There is no blanket 
mortgage on all the vessels. 
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The American Mail line has paid all of its ma¬ 
tured notes. One note for $25,000 will become due 
in July, 1937, and notes aggregating $180,000 will 
become due in June and July, 1938. 

II. Failure to meet required speed. 

As stated above, the Dollar Line on Route 25 and 
the American Mail Line on Route 26, refused to sub¬ 
mit their ships to speed tests, and a reduction of the 
compensation was made upon the theory that the 
ships would not maintain the required speed. It is be¬ 
lieved that, unless the contractor can submit satis¬ 
factory proof that the required speed could be main¬ 
tained, the United States has a claim for failure to 
maintain such speed during the entire period of the 
contract to the date as of which the compensation was 
actually reduced. 

The contract provides in terms that “suitable de¬ 
ductions, to be determined by the Postmaster Gen¬ 
eral, may be made from the compensation payable 
under the contract for delays, failures to properly 
safeguard the mails, or other irregularities in the 
performance of the contract;" 

It appears that the Shipping Board certified to the 
speed of the ships without speed tests and without 
any evidence other than the statements of the con¬ 
tractors. This being the case, and particularly since 
the contractors could not but be aware that this was 
the case, it is believed that the Government is not 
bound by such determination and, unless the con¬ 
tractor can establish that his ships during the period 
in question were able to maintain the required speed, 
the Government would have a reasonably good chance 
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of recovering the excess payments. The fact that the 
contract price was less than the compensation that 
might have been paid under the statute for the ships 
or that the contract price might have been paid for 
the slower speed is immaterial. In other words, the 
contracts on Routes 25 and 26 called for $6.00 per 
mile from Class 3 vessels during the first five years, 
although the statutory maximum was $8.00 per mile. 
The failure to meet the required speed is a breach of 
this contract and subjects the contractor to a claim 
by reason thereof. 

Of course, if the payment called for by the con¬ 
tractor is the statutory maximum, the claim for fail¬ 
ure to meet the speed requirements must be not less 
than the difference between this maximum and the 
statutory maximum for vessels of the class to which 
the ships in question rightfully belong. However, 
these contracts did not call for payments at the statu¬ 
tory maximum rate during the entire period of such 
contracts, and although this fact should not effect the 
liability of the contractor to the Government, it makes 
impossible the determination at this time of an exact 
amount of part (and hence the whole) of such claim. 

III. Failure to Carry Mail. 

On certain trips on Route 27, the contractor failed 
to carry any mail beyond Penang, Straits Settle¬ 
ments, to Colombo, Ceylon. Contractor was paid for 
the full trip. The Comptroller General at first dis¬ 
allowed payment for mileage between Penang and 
Colombo, but subsequently allowed full payment. Al¬ 
though a claim might possibly be made by the Gov¬ 
ernment for a deduction for such failure to carry 
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mails, we believe that under the contract, contractors 
should be paid for all trips, and parts thereof, if he 
was willing and able to carry mail thereon. 

IV. As stated above, the Dollar Line was obligated 
to construct four Class 3 vessels for use on Route 
27. Two Class 2 vessels were constructed, and with the 
consent of the Postmaster General, transferred to 
service on Route 25. The other two vessels were never 
constructed. The Government has a claim for failure 
to construct these two vessels. The amount of such 
claim is, of course, indeterminate, but the Postmaster 
General has the power under the contract to impose 
fines for failure to comply with the contract. This 
claim may well be in a very large amount, since the 
chief consideration moving the Government to make 
the mail payments was the establishment of a merch¬ 
ant marine. In so far as required ships are not con¬ 
structed, this purpose is nullified. 

H. Other Factors Bearing on Claims. 

In the adjustment of the claims, the commissions 
of $635,494 ($410,494 paid by the Dollar Line and 
$225,000 by Admiral Oriental Line) paid to R. Stan¬ 
ley Dollar should be given consideration. The com¬ 
missions voted (not all were actually paid) were 5% 
of the purchase price of the vessels. 

Form 3106 

United States Maritime Commission 

To: Commissioner Land 
From: The General Counsel 

The attached supplemental legal memorandum has 
been prepared within a very limited space of time. 
There has been no opportunity for careful review, 
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and it is not to be considered as a final expression of 
opinion. It will be appreciated if this report may be 
examined carefully and any desired suggestions fur¬ 
nished by tomorrow morning. 

Max O’Rell Truitt 
General Counsel 

Supplemental Legal Memorandum 

[In Longhand]: Confidential 

May 10,1937 

Dollar Steamship Line—Routes 25 and 27. 

A. Since the preparation of the preliminary legal 
memorandum, material has been received indicating 
that, at certain conferences with the contractor, in 
March, the contractor claimed, as an item of dam¬ 
ages, a construction differential on the President 
Coolidge and the President Hoover, constructed in 
compliance with the contract on Route 27. The cost 
of the vessels was $15,733,435.26. The contractor 
claims that they could have been built for $6,720,000 
in Japanese yards, based upon an exchange rate for 
yen of 28. As 40 was the conversion rate at the time, 
the ships would have cost (according to the contrac¬ 
tor’s figures) $9,600,000. Therefore, the Dollar Line 
paid $6,133,435.26 extra for the two vessels in order 
to qualify them for operation under the mail con¬ 
tract Since the mail contract is being terminated 
prior to its expiration date, the contractor claims that 
a portion of the construction differential should be 
paid in connection with the cancellation. 

It is believed that the contractor has no claim by 
reason of the construction differential on these two 
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vessels (though the claim of the United States for 
failure to construct the other two vessels called for by 
the contract may be affected thereby). 

Under the contract on Route 27, the contractor was 

obligated to construct not two vessels, but four. Upon 

the basis of the construction differential for the two 

vessels actuallv constructed the differential for four 
•/ 

vessels would have been $12,266,890.52. The contrac¬ 
tor claims, however, that the two vessels of Class 2 
cost as much as the four vessels of Class 3 required 
by the contract would have cost. If this is so, the 
$6,133,435.26 would be the total construction differ¬ 
ential under the contract. If we accept this view, how¬ 
ever, the only construction differential to be consid- 
ered in connection with damage claims would be one- 
half this $6,133,435.26, since the contract did not obli¬ 
gate the contractor to construct the Class 2 vessels. 
Whatever basis is taken for determining the differ¬ 
ential, the only way that it could be repaid was 
through the subsidy payments under the mail con¬ 
tract. In such event, the only portion of the differen¬ 
tial that could be urged as a claim for damages is the 
portion that would be payable out of the subsidy for 
the period from July 1, 1937 to the end of the con¬ 
tract-term, or September 30,1938. 

The estimated amount to be paid under the con¬ 
tract on route 27 for that period is $1,402,640.00. As¬ 
suming that the differential on the two additional 
Class 3 vessels which the contractor was required to 
construct (but did not) is one-half the differential 
on the two Class 2 vessels constructed, the additional 
amount (over the foreign cost of construction) to be 
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paid out by the contractor in order to perform his 
contract would be $3,066,717.63, or $1,664,077.63 more 
than the total amount payable to it for the unexpired 
term of the contract. Consequently, taking the actual 
situation, including cancellation as of June 30, 1937, 
the contractor is better off in so far as the construc¬ 
tion differential is concerned, than it would have been 
if the contract had been fully performed to the ex¬ 
piration date on both sides. 

The contractor may claim that it took into account 
the subsidy payments to be received on both routes, 
25 and 27, in determining whether to undertake the 
construction required by the contract on route 27. 

The answer to this is that the contractor c ann ot 
claim except for commitments reasonably required 
by the contract in question. The construction of the 
ships was not called for by the contract on Route 25, 
and so no claim thereunder can be based thereon. 
But, even if we accept this contention, and apply 
similar tests, a substantially similar result is reached. 

The estimated amount to be paid from June 30, 
1937 to September 30, 1938, under both contracts, is 
$3,552,760. Of this approximately $375,000 would be 
paid at poundage rates, so that the subsidy would be 
$3,177,760, or substantially the amount of the differ¬ 
ential if the extra two vessels were constructed. Any 
difference is believed to be absorbed by the increase 
in the differential due to lowering of exchange rates 
on the yen. 

Looking at the question from another point of 
view, and pro-rating the expected differential (on 
4 vessels) over the entire period, it is seen that the 
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$6,133,435.26 is approximately 54% of the total mail 
payments of $11,385,684.00 on Route 27, or approxi¬ 
mately 22.5% of the total mail payments of $27,276,- 
897.99 on both routes. Of the payments of $9,983,- 
044.00 on Route 27 estimated for the period to June 
30, 1937, 54% or about $5,390,000 is allocable to the 
construction differential, which is substantially in 
excess of the amount of the differential on the two 
vessels constructed. (The amount allocable of the 
$23,724,137.99 estimated to be paid under both con¬ 
tracts would be $5,340,000, with a similar result.) 

In view of the foregoing, it is believed that the 
contractor is not entitled to any payment by reason 
of the vessels in question having been constructed in 
American shipyards in compliance with the contract. 

B. Under the opinion of Judge Coleman in the 
Baltimore Mail Line case, foreign service interest 
rate on construction and rehabilitation loans to the 
contractor should have been between 3% and 3%%. 
Interest was charged on $5,287,500.00 for the Presi¬ 
dent Coolidge at 1%, and for a similar loan at *4% on 
the President Hoover. The interest rates on certain 
other loans will also be affected. As a result, the net 
additional interest to which the Government is en¬ 
titled (as of April 30, 1937) is $1,405,924.92. Assum¬ 
ing the correctness of Judge Coleman’s opinion, this 
is a valid claim of the government. 

CARL F. FARBACH. 


Mr. Siegel: This document, if your Honor please, 
contains the claims and counter-claims of the Com¬ 
mission. 
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I next offer in evidence, if your Honor please, from 
page 8 to 10, under heading of “Ocean Mail Con¬ 
tracts, 77 from Plaintiffs 7 Exhibit 72 for identification. 
They have offered only part of that, your Honor. We 
offer in evidence the part beginning under the head¬ 
ing, “Settlement of Ocean Mail Contracts, 77 page 8 
through the bottom of page 9, and the tabulation in¬ 
cluding the note there, appearing on page 10. 

I ask, if your Honor please, that the reporter be 
instructed to transcribe the tabulation appearing on 
page 10. 

The Court: May I interrupt a moment, gentle¬ 
men? Mr. Harrison, a moment ago there was some 
discussion between the Court and yourself with ref¬ 
erence to the * so-called Blue Book. That is de¬ 
nominated “Financial Readjustments in Dollar 
Steamship Line, Inc., Ltd. 77 You objected to the 
introduction of that in evidence. The Court [1675] 
admitted it over your objection. Let me ask you now 
whether or not your objection is directed to the docu¬ 
ment as a whole, or the specific parts of it. Do you 
have a copy of that there? 

* * # * * 

The Court: The only reason I suggested that it 
go in was so that you did not rely upon the Court to 
cull out what was relevant and what was irrelevant. 
Certainly I would not bother to read it. 

Mr. Harrison: With all deference to Your Honor, 
I think Your Honor will find that between the parties 
here we have referred to every document that could 
be material. But I will be glad to look at it. 

The Court: I will exclude it, to save you the 
bother, and me the worry. 

Mr. Harrison: It would be no bother. 
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The Court: It would be a source of worry to me 

that anything I do not have to read would not. [1678] 
* * * * * 

Mr. Harrison: Could I interrupt you a second. 
What part of Exhibit 72 did you offer? 

The Court: Page 9, beginning on page 8. 

Mr. Siegel: Beginning on page 8, beginning 
“Settlement of Ocean Mail Contracts, through the 
bottom of page 9, and to the top of page 10, and 
I ask that the reporter be instructed to include the 
tabulation in the transcript. 

[The portion of Plaintiffs’ Exhibit 72 here 
offered by defendants reads as follows:] 

REPORT OF THE UNITED STATES 

MARITIME COMMISSION 
* * * * * 

Settlement of Ocean Mail Contracts. 

On assumption of office, the first task to which 
the Commission directed its attention was the ad¬ 
justment of ocean-mail contracts held by 32 steam¬ 
ship companies operating 43 routes. An order was 
issued prescribing regulations for the filing of 
applications for adjustment of the ocean-mail con¬ 
tracts, and an intensive study of the contracts and 
the essentiality of the routes they covered were 
undertaken by the Commission staff. It became 
apparent that there was a question as to the proper 
interpretation of the mail contracts. In some cases 
the classification of vessels adopted by the Post 
Office Department apparently differed from the 
terms of the 1928 statute. In other cases ships had 
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been chartered to operate on the route served by 
the contractor without proper authorization. Cog¬ 
nizance of these and many other problems of con¬ 
troversial nature convinced the Commission that 
the settlement of the ocean-mail contracts would 
require the adjustment of many conflicting claims 
set forth both by the contractors and the Govern¬ 
ment. The Commission notified all contractors on 
February 1 that it would reserve the right to with¬ 
hold payment on all voyages begun after February 
1, 1937, until the contract in question was adjusted, 
with the understanding that mail pay accrued on 
voyages after that date would be taken into con¬ 
sideration in arriving at a settlement. 

Preliminary conferences were scheduled and held 
with many of the contractors by the temporary 
Commission. When the permanent Commission took 
office in April 1937 it was found necessary to bor¬ 
row the services of 40 attorneys and examiners 
from other governmental agencies in order to com¬ 
plete negotiations of settlement by June 30, 1937, 
the termination date set in the Merchant Marine 
Act of 1936. This group, as well as the regular staff 
members assigned to work on contract adjustments, 
were placed under the supervision of the General 
Counsel. 

Many claims were set forth by the contractors 
and the Commission’s representatives in negotiat¬ 
ing the settlements. Among these was included a 
claim of $52,000,000 for the balance of payments 
which would have been paid operators had the 
ocean-mail contracts been continued in force until 
their expiration dates. Further claims were asserted 
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in the aggregate of $21,000,000 involving claims for 
damages arising from reduction in mail pay, reclass¬ 
ification of vessels, substitution of ships, construc¬ 
tion and reconstruction of ships, and other minor 
items. In offset to these claims the Commission 
raised the question of the validity of the contracts, 
claims for additional interest, failure to complete 
voyages and meet speed qualifications, failure to 
undertake construction of new vessels, and other 
alleged irregularities. 

On June 30, 1937, the Commission announced that 
it had effected settlements with 23 companies hold¬ 
ing 32 ocean-mail contracts. These agreements, pro¬ 
viding for the mutual release of all claims, were 
settled at a net cost to the Government of approxi¬ 
mately $750,000. 

A settlement agreement providing for mutual 
release of claims by the contractor and the Govern¬ 
ment was concluded with the Waterman Steamship 
Corporation on July 27, 1937. In settlement of the 
contractor's claims arising out of withheld mail pay 
the Commission agreed to pay the Waterman Steam¬ 
ship Corporation $185,000, and to pay compensation 
for three voyages of one of its vessels during 1936 
and 1937 at the rate of $2.50 per mile. 

Pursuant to the terms of section 402 of the Mer¬ 
chant Marine Act, the settlement agreements exe¬ 
cuted by the Commission were submitted to the 
Attorney General for review. The Attorney Gen¬ 
eral notified the Commission on September 7 that 
he was not dissatisfied with the settlement agree¬ 
ments made by the Commission and would not ap¬ 
peal them to the Court of Claims. 
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On September 24, 1937, the Commission conclud¬ 
ing its negotiations with the American Mail Line, 
Ltd., signed a settlement agreement of the ocean- 
mail contract covering route No. 26 with a mutual 


release of claims. 

A f ull tabulation of all ocean-mail contract settle¬ 
ments is given in the following table: 


Name of company 

American Diamond Lines, Inc. 

American Mail Line, Ltd. 

American Scanic Line, Inc. 

American South African Line, Inc. 

American West African Line, Inc. 

Atlantic & Caribbean Steam 

Navigation Co. 

Baltimore Mail Steamship Co. 

Colombian Steamship Co., Inc. 

Eastern Steamship Lines, Inc. 

Export Steamship Corporation. 

Grace Interests: 

Grace Steamship Co. 

Panama Mail Steamship Co. 

Gulf Pacific Mail Line, Ltd. 

Lykes Interests: 

Lykes Bros. Steamship Co., Inc. 

Lykes Bros.-Ripley Steamship Co.„. 

Tampa Interocean Steamship Co. 

Mississippi Shipping Co., Inc. 

New York & Cuba Mail Steamship Co 

Oceanic & Oriental Navigation Co. 

Oceanic Steamship Co. 

Pacific-Argentine Brazil Line, Inc. 

South Atlantic Steamship Co. 

States Steamship Co. 

United States Lines, Inc. 

Waterman Steamship Corporation. 


Amounts 
paid by 

Foreign the Govern- 
ocean- ment to the 

mail route contractor 
No.— in settle¬ 
ment 

53 . 

26 . 

16 . 

6 . 

17,47 . 

18 . 

46 . 

19 . 

15,52 . 

5 . 


8 , 38 
37 
55 

$ 1 , 350,000 

23 


57 


45 


35 


20,21 
30 , 31 , 48,49 
24 



34 


33 


28 , 29 


43,44 

54 


185,000 


Total 


1 , 535,000 


Amounts 
paid by 
the con¬ 
tractor to 
the Goverr - 
ment inj 
settlement 
$ 70 , 367 . 5 ? 


143 , 000.00 


325 , 000.00 


50 , 000.0 


13 , 000.00 


0 


601 , 367.39 


Note.—No payment has been made by the contractor to the Government or by 
the Government to the contractor other than as indicated in this statement. In 
all other cases which have been settled contractor and Government claims haye 
been released without payment by either party. 
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* * * * * 

Mr. Siegel: I offer in evidence as [1680] de¬ 
fendants 7 exhibit next in order Document 2-F-l, 
minutes of the Maritime Commission, July, 1938. 

The Deputy Clerk: Defendants 7 Exhibit 101. 

(The Minutes, headed, ‘ 4 Proceedings of the 
United States Maritime Commission, 77 dated 
July 1, 1937, heretofore identified as Document 
2-F-l, accordingly was marked Defendants 7 
Exhibit 101 and received in evidence.) 

Mr. Siegel: With Your Honor's indulgence, I 
would like to read this. It is very brief: 

“The General Counsel notified the Commission 
that the officials of the Dollar Steamship Lines, 
Inc., Ltd., had consistently failed to submit any 
proposals for settlement of the ocean mail contract 
and that the Commission had not been furnished 
with certain important information concerning the 
financial resources of the company. 

“The Chairman requested the opinion of J. Dunne 
on the financial status of the Dollar Steamship Lines, 
Inc., Ltd. The latter explained that the balance 
sheet revealed a very weak position as far as cur¬ 
rent assets were concerned and that it did not 
warrant the Government’s releasing the withheld 
mail pay unless the capital structure of the com¬ 
pany was reduced to a workable basis by the injec¬ 
tion of fresh capital or the conversion of [1681] 
current liabilities into capital obligations. It was 
brought out that the Dollar Steamship Lines, Inc., 
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Ltd., had not come forth with any proposal for 
the future operation of the line, apparently relying 
on the Government to finance its operation after 
termination of the mail contract.” 

If Your Honor please, I offer in evidence para¬ 
graph 14 of Article II-P of the stipulation, page 
30. 

“Document 2-P-23 is a true copy of a letter of 
August 6, 1937, from Dollar of Delaware by R. 
Stanley Dollar to said Truitt, together with attach¬ 
ments. The pencil notations on the attachments are 
no part of this document and are not covered by 
this stipulation.” 

[Defendants’ Exhibit 1 reads as follows:] 

United States Maritime Commission 

INTER-OFFICE MEMORANDUM 

January 4, 1938 

To: Mr. Joseph R. Sheehan, Executive Director 
From: Messrs. Radner, Dunne and Lawrence 
Subject: Dollar Steamship Line 

In response to your memorandum of December 30, 
1937, reading as follows: 

“Please send me at your earliest convenience a 
memorandum on the matter which was discussed in 
my office on Wednesday. This should be prepared in 
the greatest detail and should contain a chronological 
outline of the development of all negotiations to 
which you were a parly or at which you were pres¬ 
ent.” 
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we offer the following summary setting forth our 
connection with the proposed Dollar Line reorgani¬ 
zation. For convenience, we have divided the sum¬ 
mary into the following parts: 

1. The period of preliminary Washington ne¬ 
gotiations, covering the months of May and June, 
1937. 

2. The first half of the San Francisco negotia¬ 
tions, covering the first two weeks in July, 1937. 

3. The second half of the San Francisco nego¬ 
tiations, covering the second two weeks in July, 
1937. 

4. The second period of Washington negotia¬ 
tions, covering the month of August, 1937. 

5. The period of problems and complications. 

6. The collapse of the plan. 

We did not keep a diary of the daily events and it is 
consequently impossible to furnish you with a com¬ 
plete summary in chronological order. 

1. The period of preliminary Washington negotia¬ 
tions, covering the months of May and June, 1937. 

The Dollar Steamship Line and the American Mail 
Line filed applications for operating subsidies and 
for settlement of ocean mail contracts in or about 
the month of February, 1937. Our first contact with 
the situation occurred shortly after we joined the 
Commission in April, 1937. During the months of 
May and June extensive conferences were held at this 
Commission between R. Stanley Dollar, of the Appli¬ 
cant Company; Paul Hoover, Vice-President of the 
Anglo California National Bank; and Messrs. Truitt, 
Bums, Graustein, Page and Slacks. The undersigned 
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participated in some but not all of these conferences. 
The situation was then being handled by Mr. Grau- 
stein insofar as subsidies and reorganization prob¬ 
lems were concerned and by Messrs. Truitt and Page 
insofar as ocean mail contracts were involved. A 
detailed report as to the events of that period will 
undoubtedly be furnished by those who carried the 
principal burden at that time. 

As to the possibility of reorganization, the princi¬ 
pal question that was raised at these conferences was 
whether Mr. Dollar would furnish full, complete and 
comprehensive information concerning his financial 
affairs and the financial status of all his associated 
and affiliated companies. We recall that sometime in 
June, Mr. Dollar finally agreed to furnish the bulk of 
this information and that from that point until the 
end of June, financial data was furnished to Mr. 
Slacks in driblets from time to time. On July 1 this 
information was not sufficiently complete to enable 
the Commission to come to a determination as to the 
possibility of working out a solution to this problem. 
Likewise on this date no feasible plan of reorganiza¬ 
tion had been suggested by Dollar or any of his credi¬ 
tors. 

2. The first half of the San Francisco negotiations, 
covering the first two weeks in July, 1937. 

On July 1,1937, Messrs. Lawrence and Radner left 
for San Francisco by airplane. Mr. Dunne followed 
on July 3 by train. We were dispatched to California 
by the Commission, because of the failure of negotia¬ 
tions up to that date and the consequent danger that 
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the Company might be thrown into bankruptcy or a 
77-B reorganization at any moment. 

Upon arrival in San Francisco, we announced to 
Mr. Dollar that the Commission would not yield on 
any of its demands for full and complete data and 
for financial assistance from Mr. Dollar personally, 
before extending any government aid. We made the 
same statement to Mr. Paul Hoover and Mr. Fleish- 
hacker of the Anglo California Bank. We also de¬ 
manded access to the pertinent financial data cover¬ 
ing practically all of the Dollar Companies, in order 
that we might ascertain whether financial aid neces¬ 
sary for reorganization of the Dollar Steamship Line 
could be found in any of these affiliated companies. 
Mr. Dollar, at first reluctantly, but later willingly, 
furnished all the information requested concerning 
the following 19 companies in which he had substan¬ 
tial financial interest: 

(1) Dollar of Delaware 

(2) Dollar of California 

(3) Dollar of Hong Kong 

(4) Capilano Corporation 

(5) Admiral Oriental Line 

(6) American Mail Line 

(7) Philippine Inter-Island Co. 

(8) Robert Dollar Company 

(9) Dollar Terminal Company 

(10) Dollar Wharf & Warehouse Co. 

(11) Pacific Steamship Co. 

(12) Pacific Lighterage Co. 

(13) Olympic Refining Co. 

(14) Tacoma Oriental Steamship Co. 
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(15) Kiangsu Realty Co. 

(16) Portland California Steamship Co. 

(17) Globe Wireless Co. 

(18) Heinz & Kaufman 

(19) Eugene Lumber Co. 

As far as time permitted, the financial statements of 
these companies were checked and audited by Mr. 
Butterfield, District Auditor for the Commission, 
and his assistants, as well as by your representatives, 
and the financial data on file in the San Francisco 
office of the Dollar Line was brought up to date by 
cabled information from foreign offices of these com¬ 
panies. Past and prospective earning records of these 
companies, covering the steamship business, were 
prepared and carefully checked. Also, during this 
period of financial analysis, we conferred at great 
length with Mr. Herbert Fleishhacker and Mr. Paul 
Hoover of the Anglo-Califomia Bank, who were kept 
fully informed of the developments; with Mr. Mauss- 
hardt, District Representative for the Commission; 
Mr. Butterfield, District Auditor for the Commis¬ 
sion ; Mr. Mitchell, President of the Mitchell Steve¬ 
doring Co. (concerning the stevedoring contract); 
Mr. Bailey, Executive Vice-President of the Matson 
Line (concerning Matson contract) ; and all import¬ 
ant executives of the Dollar Steamship Line. We pre¬ 
pared a large number of progress reports and finan¬ 
cial analyses, which, we estimate, exceeded 25 in 
number, copies of which were furnished to the Wash¬ 
ington office. We also maintained almost daily tele¬ 
phonic communications with Mr. Truitt or Mr. Slacks 
of the Washington office. After about a week of finan¬ 
cial analysis, we concluded as follows: 
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(1) That the net worth of the Dollar Steamship 
Line could be increased by approximately $8,000,- 
000, thus placing the Line in fair financial condition, 

(a) by a series of mergers and consolidations of sev¬ 
eral of the companies previously mentioned; (b) by 
cancellation or conversion into stock of about $2,000,- 
000 of inter-company or stockholder debt; (c) by 
stock subscriptions from affiliated interests; and (d) 
by converting some of the Bank indebtedness into 
stock. 

(2) That the expenses of the Line could be re¬ 
duced by approximately $450,000 per annum (a) by 
terminating the Matson contract, which, on the pres¬ 
ent basis, costs the Line about $150,000 per annum; 

(b) by reducing the Bank interest rate from 6% to 
3 1 /2%; a nd (c) by eliminating the management con¬ 
tract, which resulted in a profit of about $230,000 to 
the Robert Dollar Company in 1936. 

(3) That, after the proposed reorganization, the 
Line probably could operate profitably, barring pro¬ 
longed strikes or other unexpected catastrophes. 

(4) That the Commission’s position, as mortgagee 
of the Line’s vessels, holding individual liens of vary¬ 
ing amounts on each of the vessels, was unsatisfac¬ 
tory; but the Commission’s collateral position could 
be improved by over $5,000,000 if the Commission 
obtained a blanket mortgage covering all such ves¬ 
sels, in addition to the present individual mortgages. 

We thereupon prepared an outline of a plan of re¬ 
organization, which we subsequently modified in some 
minor respects. A copy of this proposed plan of reor¬ 
ganization is attached hereto as Exhibit A. 

It will be noted that this plan of reorganization 
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requires cooperation from the Anglo-Califomia Na¬ 
tional Bank and Mr. Herbert Fleishhacker, as Presi¬ 
dent, in three respects: 

(a) By reduction of interest rate on its out¬ 
standing indebtedness; 

(b) By the conversion of $800,000 of its indebt¬ 
edness into preferred stock; 

(c) By a $400,000 cash subscription for new 
stock. 

These points were discussed with Mr. Fleishhacker 
at several conferences and he verbally assured your 
representatives on those occasions that he would do 
his best to induce the Bank to go along on these 
points, and that a substantial conversion of the in¬ 
debtedness (he mentioned three or four hundred 
thousand dollars) would undoubtedly be granted and 
that a substantial amount of new cash (here again 
he mentioned three or four hundred thousand dol¬ 
lars) would undoubtedly be forthcoming. 

It should also be noted that the original plan of 
reorganization required the cooperation of the Mat- 
son Company to the extent of the cancellation of their 
agreement with the Dollar Company with respect to 
the Hawaiian service, and the conversion into pre¬ 
ferred stock of their claim thereunder for approxi¬ 
mately $115,000. We discussed this phase of the situa¬ 
tion with Mr. Bailey, Executive Vice President of 
the Matson Company. He stated that before coming 
to a decision in the matter, it would be necessary for 
him to have complete financial statements showing 
the status of the new company, and that it would also 
be necessary to work out a substitute agreement be- 
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tween Dollar and Matson and to consult with the 
Matson directors. 

It should also be noted that paragraph 6 of the pro¬ 
posed reorganization plan contemplated some finan¬ 
cial adjustments involving Mr. Lorber. This provi¬ 
sion was a result of a considerable effort on the part 
of your representatives to obtain from Mr. Lorber a 
substantial contribution to the new company. Mr. 
Lorber flatly refused to make any cash contribution 
(notwithstanding that he is reputed to be extremely 
wealthy), and he also refused to furnish any financial 
statements as to his personal resources. Further, he 
did not accept without qualification even the rather 
modest requirements contained in paragraph 6 of 
this plan of reorganization. 

It should also be noted that paragraph 2 of the 
plan of reorganization contemplated the cooperation 
of Mitchell Stevedoring Co. This was the result of 
negotiations carried on by your representatives with 
Mr. Mitchell, President of that Company, whereby a 
long-term indebtedness would be accelerated and con¬ 
verted into a short-term receivable. 

Copies of the proposed plan of reorganization (at¬ 
tached hereto as Exhibit A) were furnished Mr. Dol¬ 
lar and the Anglo-Califomia National Bank. Mr. 
Dollar indicated his willingness to comply with the 
terms and conditions therein set forth and Messrs. 
Hoover and Fleishhacker, of the Bank, indicated 
that the Bank would accept this plan “in principle.” 

On July 15,1937, after having received these quali¬ 
fied approvals of the proposed plan of reorganiza¬ 
tion, Messrs. Lawrence and Radner left by airplane 
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for Washington and Mr. Dunne remained to work 
out the final plan, with such modifications as might 
become necessary. 

3. The second half of the San Francisco negotia¬ 
tions, covering the second two weeks in July, 1937. 

Mr. Dunne spent approximately two weeks in San 
Francisco continuing negotiations with Mr. Dollar 
and with Mr. Fleishhacker of the Bank. During the 
first part of this period he devoted practically all of 
his time to analyzing the financial data of the Dollar 
companies and bringing the statements up to June 
30, 1937, and working out the details of the proposed 
plan of reorganization and especially the difficult and 
complicated problems of stock allocation. 

During the second week of this period, after Mr. 
Dunne had substantially completed the financial 
analysis and the interested parties had an opportu- 

nitv to examine and familiarize themselves with the 

* 

figures as thus worked out, Mr. Dunne resumed 
his negotiations with the Anglo-Califomia National 
Bank. 

At this point, contrary to your representatives’ 
understanding, the Bank adopted what appeared to 
us to be a complete change of front as to the proposal. 
Mr. Herbert Fleishhacker receded into the back¬ 
ground of the negotiations and Mr. Mortimer Fleish¬ 
hacker, who had participated only slightly in the pre¬ 
liminary negotiations, took charge of the Bank’s in¬ 
terests. He, in effect, withdrew the assurances previ¬ 
ously made by his brother. He took the position that 
the Bank could not reasonably be asked either to con¬ 
vert its indebtedness into stock or to reduce its in- 
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terest rate or to put up any new capital. He asserted 
that it was impossible, under the national banking 
laws and the regulations of the Comptroller of the 
Currency, for the Bank to convert any part of its 
indebtedness into preferred stock or to purchase for 
cash any stock. We later found that at least the first 
of these two allegations was false, as there was no 
prohibition against the conversion of any indebted¬ 
ness into stock, provided the Bank was prepared to 
write off the amount of the conversion as a loss. 

Mr. Dunne conferred with Messrs. Radner and 
Lawrence (who were then in Washington) by tele¬ 
phone, and, after these discussions, it was decided 
that it would be best for Mr. Dunne to state the Com¬ 
mission’s position flatly and finally, and to leave San 
Francisco after demanding a written answer from 
the interested parties as to their position in the mat¬ 
ter. Mr. Dunne followed out this procedure and left 
San Francisco during the first week of August. 

Shortly after Mr. Dunne’s return, we received a 
letter from the Dollar Steamship Line, dated August 
6, 1937, summarizing the position of that company 
and of the Bank in regard to the reorganization. A 
copy of this letter is attached hereto marked Exhibit 
B. It seemed to us that the position of the Bank, as 
stated in the letter of August 6, constituted a flat 
repudiation of the earlier assurances that we had 
received from Mr. Herbert Fleishhacker. According 
to the letter, the Bank was unwilling (1) to convert 
any part of its indebtedness into stock, or (2) to make 
any cash investment, or (3) to reduce interest rates 
below 5 % per annum, except on a conditional basis 
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which was unsatisfactory. The only substantial con¬ 
cession that the Bank was willing to make was an 
extension of its indebtedness so that it would mature 
in 15 years and be repaid pro rata with the Govern¬ 
ment indebtedness over a ten or fifteen-year period. 

We were thoroughly dissatisfied with the proposal 
contained in the letter of August 6 and immediately 
telephoned officials of the Anglo-Califomia National 
Bank and stated our position in strong and emphatic 
language. Mr. Radner pointed out to Mr. Mortimer 
Fleishhacker that it was our view that the position 
of the Bank was a flat repudiation of several distinct 
promises of Mr. Herbert Fleishhacker, including the 
following: 

(1) Promise of Mr. Fleishhacker to make con¬ 
cessions similar to those made by the Government 
in regard to the interest rate on the Dollar Line’s 
indebtedness. Actually, although the Government, 
under the plan, would accept interest rates of ap¬ 
proximately 2%, the Bank was insisting upon 5 % 
on its indebtedness. 

(2) The assurance made by Mr. Herbert Fleish¬ 
hacker that the Bank would convert a substantial 
portion of its indebtedness into preferred stock 
(three or four hundred thousand dollars), when, 
as a matter of fact, the Bank was refusing to con¬ 
vert any of its indetbedness into preferred stock. 

(3) The assurance of Mr. Herbert Fleishhacker 
that the Ban k , or its officials, would make a sub¬ 
stantial cash investment in the new company 
($300,000 or $400,000 mentioned), whereas from its 
letter of August 6, it appeared that no such new 
capital would be invested. 
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We informed the Bank and Mr. Dollar that we would 
recommend against the adoption of any plan of re¬ 
organization such as that described in the letter of 
August 6,1937; that we considered that the Bank had 
been acting in bad faith; and that, unless the Bank 
officials and the Dollar Line officials immediately 
came to Washington to resume negotiations, no sub¬ 
sidy program could be worked out. We tried unsuc¬ 
cessfully to get Mr. Mortimer Pleishhacker to come 
to Washington. He declined, saying that he had other 
engagements. Mr. Paul Hoover came instead, and 
Mr. Dollar accompanied Mr. Hoover. 

It should also be noted that the plan of August 6 
departed from the terms of the original plan of reor¬ 
ganization by reducing the Robert Dollar note from 
$1,000,000 to $500,000. We called this to Mr. Dollar’s 
attention and he agreed to increase the amount of the 
note, provided we could get the approval of the Bank. 
It seems that the Bank was exerting pressure to have 
him keep the Robert Dollar indebtedness as low as 
possible, so that the value of the Bank’s claim against 
the Robert Dollar Company (exceeding $600,000 in 
amount) would not be diluted. 

4. The second period of Washington negotiations, 
covering the latter part of the month of August, 
1937. 

During the latter part of August, Mr. Hoover and 
Mr. Dollar returned to Washington to resume nego¬ 
tiations in this matter. We took the flat position that 
the Commission would insist upon the terms of the 
plan of reorganization that had been accepted “in 
principle” during the early part of July (copy of 
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which is attached hereto as Exhibit A). Mr. Hoover 
reiterated that the Bank had no authority to comply 
with the plan and that Mr. Herbert Fleishhacker had 
no authority to bind the Bank by his commitments 
and that the Bank could not exceed the terms stated 
in the letter of August 6 (Exhibit B attached). We 
advised Mr. Hoover that his proposal was thor¬ 
oughly unsatisfactory. At this point (or prior 
thereto), he seems to have been in contact with the 
Comptroller of the Currency. We checked his move¬ 
ments in this respect by communicating with the 
Comptroller’s office ourselves. In this manner we as¬ 
certained that if the Bank was prepared to write off 
its indebtedness, there was no prohibition against the 
conversion into stock, and we so advised Mr. Hoover. 
We also advised Mr. Hoover that the responsibility 
for the collapse of the reorganization plan would 
rest entirely upon the shoulders of the Bank, and 
stated that negotiations would cease at this point 
unless he was able to grant greater concessions. 

On or about the following day Mr. Hoover made 
what he said was his final proposal so far as the Bank 
was concerned. This proposal involved the conversion 
of $300,000 of the Bank’s indebtedness into stock, the 
extension of the remaining indebtedness for 15 years 
and the reduction of interest rate from 6 % to 3%%. 
Despite persistent efforts on our part, we were unable 
to obtain any further concessions from the Bank. 

We then concluded that we had obtained the best 
possible deal from the Bank and drew up a revised 
plan of reorganization, a copy of which is attached 
hereto as Exhibit C. This plan of reorganization was 
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prepared with the cooperation of Mr. Dollar and Mr. 
Hoover and a copy furnished to each of them. We 
also prepared a pro forma balance sheet and ex¬ 
planatory statements in connection therewith, and 
also an analysis of the proposed plan of reorganiza¬ 
tion. Copies of these documents are attached as Ex¬ 
hibit C. On August 25 we presented this matter to 
the Commission and final decision was held over until 
the following day. The proceedings before the Com¬ 
mission are summarized in the proposed minute en¬ 
tries prepared by us and dated August 25 and 26 
(attached hereto as Exhibit D). 

5. The period of problems and complications. 

No sooner had the Commission approved the pro¬ 
posed plan of reorganization than numerous compli¬ 
cations developed. We were advised by Mr. Dollar’s 
local representative that he was having great diffi¬ 
culty working out adjustments of Matson’s indebted¬ 
ness and a modification of the Matson Trade Agree¬ 
ment. He advised that the Matson Company was in¬ 
sisting upon impossible conditions, and furnished us 
with its demands in this respect, a copy of which is 
attached hereto as Exhibit E. We communicated with 
the Matson Company and its attorneys by telephone, 
but were not able to obtain any substantial modifica¬ 
tion of their demands. 

Mr. Dollar also advised that pressure was being 
brought to bear on him personally by the Anglo-Cali- 
fomia National Bank. To bear out this point, Mr. 
Dollar’s local representative furnished us with a 
copy of a letter, dated September 10,1937, which Mr. 
Dollar claimed to have received from the Bank. (A 
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copy of this letter is attached hereto as Exhibit P.) 
Upon receipt of this information, your representa¬ 
tives arranged to have Mr. Slacks communicate with 
Mr. Hoover by telephone and to protest vigorously 
against the position and tactics which seemed to be 
implied in the Bank’s letter of September 10 and 
which seemed to be in direct violation of paragraph 2 
of the plan of reorganization, which provides that 
there should be no side deals or arrangements except 
with the approval of the Commission. As a result of 
this conversation, the Bank seems to have withdrawn 
its personal demands upon Dollar. 

About the 13th of September we were advised by 
long distance telephone that the tax attorneys of the 
Dollar Steamship Line had not been able to find a 
satisfactory method for merging or consolidating the 
Dollar companies as contemplated in the plan with¬ 
out the danger that very large tax payments might 
be exacted by the Federal Government. The tax at¬ 
torneys therefore advised that the proposed plan of 
reorganization be separated and that the transac¬ 
tions be handled in two parts. We advised the Dollar 
officials that this proposal was completely unsatisfac¬ 
tory and that the plan would have to go through as a 
unit or not at all, and that the officials would have to 
come to Washington for any further negotiations. 

Further problems and complications developed as 
a result of the hostilities in Asia between China and 
Japan; the bombing of the President Hoover; the 
commandeering of the Dollar Line Fleet by the State 
and Navy Departments; the failure of the State and 
Navy Departments to provide financial compensa¬ 
tion to the Dollar Company therefor; the demands 
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of seamen for bonuses; the strike called by the Team¬ 
sters’ Union; and the danger of a serious drop in 
revenue if Asiatic hostilities did not cease quickly. 

6. The collapse of the plan. 

Mr. Frank, Counsel for the Dollar Steamship 
Line, and Mr. Buckley, Comptroller of the Currency, 
accompanied by Tax Counsel for the Company, came 
to Washington to see what could be done to work out 
all of these problems, especially the tax complica¬ 
tions. At this point the matter was taken over by Mr. 
Frank Goertner and Mr. Knight Aulsbrook, and 
(except for Mr. Lawrence) we did not participate in 
the matter further except in an incidental advisory 
capacity. A full and complete report concerning sub¬ 
sequent events undoubtedly will be furnished by 
Messrs. Goertner and Aulsbrook. 

/s) WILLIAM RADNER 

/s/ JAY DUNNE 

/s/ D. E. LAWRENCE 

[Defendants’ Exhibit 2 reads as follows: 

EXHIBIT A 

Outline of Proposed Reorganization of the 

Dollar Lines 

A. Initial Steps 

1. Consolidate or merge the following corpora¬ 
tions : 

(1) Dollar of Delaware (Del) 

• (2) Dollar of California (Calif) 
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(3) Dollar of Hong Kong (British) 

(4) Capilano Corp (British) 

(5) Dollar Terminal Co. (Nevada) 

(6) Dollar Wharf & Warehouse (Federal-China 
Trade Act) 

(7) Admiral Oriental Line (Wash) 

(8) American Mail Line (Nevada) 

(9) Philippine Inter-Island Co. (Nevada) 

The consolidation may be effected by transfer of 

all the assets and liabilities of the above companies 
as stated on the June 30, 1937, balance sheets to a 
new corporation or to one of the existing corpora¬ 
tions in exchange for preferred or other acceptable 
stock or by any other valid statutory procedure. 

All inter-company debts of the merging com¬ 
panies are to be washed out as far as possible by mu¬ 
tual cancellations. Any balances of inter-company 
debt owing by the consolidated company are to be 
converted into preferred or other acceptable stock. 
Claims of R. Stanley Dollar and of Estate of J. 
Harold Dollar to be eliminated in similar manner. 

2. Transfer the $95,000.00 sales contract of the Pa¬ 
cific Lighterage Corporation with Mitchell Stevedor¬ 
ing to the Consolidated Company in exchange for 
preferred or other acceptable stock of equal amount. 
Also convert the $152,000.00 Pacific Lighterage debt 
into preferred or other acceptable stock. 

3. Obtain $50,000.00 stock subscription from the 
Olympic Refining Company or other Dollar interests, 
the subscription to be paid in ten monthly install¬ 
ments of $5,000.00 each. 

4. Transfer impounded Tacoma Oriental Funds of 
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about $100,000.00 to Consolidated Company for pre¬ 
ferred or other acceptable stock of like amount. 

5. Settle all claims against Robert Dollar Com¬ 
pany for: 

(a) $150,000.00 in cash 

(b) Transfer of all office equipment, stationery, 
supplies, leases and other properties per¬ 
taining to the steamship operations 

(c) Cancellation of management contract, and 

(d) A stock subscription for $1,000,000.00 to be 
evidenced by a secured note in like amount 
payable over three years. 

6. Obtain from Mr. Lorber, in exchange for stock 
in the Consolidated Company, his 20% interest in 
Robert Dollar of Canada and in Kiangsu Corpora¬ 
tion. With the acquisition of Mr. Lorber’s 20% in¬ 
terest, the Consolidated Company will have 100% 
ownership of both corporations. Consider advisabil- 
ity of trading stock of Canadian Robert Dollar for 
one-half interest in Dollar Building now held by 
Robert Dollar Company. 

7. Obtain at least $50,000.00 cash from Kiangsu 
Corporation by declaration of liquidating or other 
dividend or by investment—$25,000.00 forthwith and 
$25,000.00 in five monthly installments. 

8. Convert $800,000.00 of bank debt into preferred 
or other acceptable stock of Consolidated Company, 
extend maturity of balance of debt, reduce interest 
rate to government rate retroactively to January 1, 
1937, and amortize pro-rata with government debt. 

9. Obtain conversion of Matson debt of $115,000.00 
into preferred stock. Also cancel Matson Agreement, 
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thereby releasing $50,000.00 of bonds posted as guar¬ 
anty of performance. This will also result in annual 
savings of about $150,000.00 per annum. If possible, 
cash in option to buy Pan-American stock from Mat- 
son. 

10. Obtain $400,000.00 cash from Mr. Fleishhaeker 
for preferred stock subscription. 

11. Eliminate present management arrangement 
and transfer management from Robert Dollar Com¬ 
pany to the Consolidated Company. Based on 1936 
figures, this will result in saving of at least $230,- 
000.00 per annum. 

12. Work out $25,000.00 salary arrangement for 
R. Stanley Dollar. 

13. Release mail pay (estimated at from $1,400,- 
000.00 to $1,600,000.00 after settlement of claims and 
cross claims by and against government and extend 
government debts on long-term basis. 

14. Readjust values of ships by eliminating write¬ 
ups so as to reflect fair valuations. 

15. Have independent audit made of opening bal¬ 
ance sheet of corporation by certified public account¬ 
ant satisfactory to the Commission. 

B. Secondary Steps 

1. Work out long-range stevedoring contract with 
joint participation in profits. 

2. Work out long-range oil contract 

3. Dispose of assets securing bank debt — the 
“Ruth Alexander” to be sold foreign. 

4. Sell Fillmore and Johnson foreign and liqui¬ 
date other miscellaneous items for aggregate of about 
$ 1 , 200 , 000 . 00 . 
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5. Pay off at least $1,000,000.00 of current liabili¬ 
ties. 

6. Work out long-range subsidy. 

7. Analyze and re-adjust existing conference 
agreements so as to afford Dollar a fairer share of 
cargo. 


[Defendants’ Exhibit 3 reads as follows: 
Exhibit B 

Dollar Steamship Lines 

San Francisco, California 
August 6,1937 

Mr. Max O’Rell Truitt 
General Counsel 

United States Maritime Commission 
Washington, D. C. 

Dear Mr. Truitt: 

The examination which has been carried on by 
your representatives indicates to us that a plan of 
reorganization which will accomplish the purposes 
reflected in the enclosed balance sheet is feasible, and 
we now desire to inform you that we will take the 
necessary steps directed toward the consummation of 
such a plan. 

The Anglo California National Bank has indicated 
its willingness to extend our indebtedness of $2,800,- 
022.00 by supplemental agreement, which will pro¬ 
vide for repayment in full within fifteen years, and 







vs. Emory S. Land, et al 


1931 


with a further provision that a sinking fund be cre¬ 
ated which will provide for proportional payments 
to those applicable to Government indebtedness. It 
is our understanding that the Bank is to retain its 
present collateral and receive liquidation from the 
sale thereof, such liquidation to have no relationship 
to the schedule of sinking fund payments above re¬ 
ferred to. The Bank is willing to accept interest on the 
debt at the rate of 5% per annum during such period 
as full interest is paid on the outstanding cumulative 
preferred stock, but should there be a period of de¬ 
fault, the Bank signifies its willingness to accept 
3%% during such period. In calculating the above 
sinking fund, we are assuming that the portion of the 
Government indebtedness applying to the S. S. Presi¬ 
dent Hoover and the S. S. President Coolidge will be 
extended fifteen years and the balance will be ex¬ 
tended five years. 

Insofar as the reorganization plan may require a 
merger or consolidation of the Admiral Oriental 
Line and Dollar Steamship Line of California with 
the other companies, preferred stock in the new or 
surviving corporation will be exchanged for such 
assets or the stocks carrying ownership of such assets, 
indicated in the balance sheet, as may be acquired 
from these companies. In addition, subscriptions for 
new preferred stock will be taken insofar as the plan 
may require. The amounts of new subscriptions set 
down are those we now feel reasonably sure we can 
obtain. 

It will be recognized that in respect of several items 
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in the plan some adjustments will undoubtedly be 
necessary before final steps are concluded to produce 
substantially the results indicated by the balance 
sheet 

We request that the Maritime Commission indicate 
its approval of this plan by advising us thereof in 
response to this communication and that upon such 
approval an operating-differential subsidy contract 
be granted us, attaching as of the date of approval 
and attaching on that date to all vessels, wherever 
they may then be, which are employed on the three 
routes to be covered by the subsidy contract. 

Wish to take this opportunity of expressing our 
sincere appreciation of the very helpful cooperation 
that has at all times been extended us by your repre¬ 
sentatives. 

Yours very truly, 

DOLLAR STEAMSHIP LINES, 
INC., LTD. 

/s/ R. STANLEY DOLLAR 

R. Stanley Dollar 
President 

Dollar Steamship Lines (Inc.), Ltd. 

(Proposed Reorganization) 
Consolidated Balance Sheet as of June 30,1937 

The Attached Balance Sheet Contemplates the 
Following: 

1. Preferred Stock: 5%—$10.00 par value; cumu- 
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lative; voting; convertible at preferreds option into 
“A” Common on basis of relative present tangible 
values; participating (after Preferred and Common 
have received 5%) based on present tangible values. 

2. Statutory merger of Dollar Steamship Lines 
Inc. Ltd. (Delaware) Dollar Steamship Line (Cali¬ 
fornia) and Admiral Oriental Line with Dollar 
Steamship Line Inc. Ltd. (Delaware) as surviving 
corporation. 

3. Dollar Terminal Steamship Co., and Dollar 
Wharf and Warehouse Co., to be retained as wholly 
owned subsidiaries; all other companies to be dis¬ 
solved. 

4. Cancellation of Matson agreement. 

5. Debt to United States Maritime Commission to 
be extended to mature on basis of five-year additional 
life for all ship sales and overdue construction loans, 
and maturity of bank debt on proportional basis with 
maturity of United States Maritime Commission. 

San Francisco, Calif., 

August 5, 1937 

DOLLAR STEAMSHIP LINES (INC.) LTD. 

DETAIL OF REORGANIZATION CONSOLIDATED BALANCE 
SHEET ITEMS AS OF JUNE 30, 1937 


1. CASH: 

Balance Sheet A.O.L. Group.S 320,274. 

Balance Sheet California Group. 130,028. 

Balance Sheet Delaware Group. 299,850. 

Payment by Robert Dollar Co. 50,000. 

Kiangsu dividend ...... 50,000. 


Total .S 850,152. 
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2. ACCOUNTS RECEIVABLE—TRAFFIC & 

MISCELLANEOUS: 

Portland California SS. Co.S 240,367. 

Herbert Fleisbhacker . 180,051. 

J. W. Boring..... 8,099. 

Traffic........-. 731,498. 

United States Government. 35,996. 

Miscellaneous and Accrued....~.-. 125,683. 

Tacoma Oriental Steamship Co-. 7,859. 

Pacific Steamship Lines Ltd. 1. 

Madrigal & Co. 174,875. 

Pursers and Branches.-. 29,489. 

Pursers and Branches. 1,160. 


Total.$1,535,078. 


3. STOCK SUBSCRIPTION: 

The Robert Dollar Co.___$ 500,000. 

(Payment details to be arranged) 

Olympic Refining Co.-.-. 50,000. 


Total.-.$ 550,000. 


4. INVESTMENTS—MISCELLANEOUS: 

Pacific Steamship Lines Ltd-.-.$ 1. 

Sundry Bonds and Stocks, two Misc. Investments.. 4,920. 

Tacoma Oriental Steamship Co-..... 147,110. 

Kiangsu Realty Co___ 397,977. 

Getz Bros., & Metropolitan Theatre.... 26,247. 


Total___-...$ 576,255. 


5. FLOATING EQUIPMENT: 

“Presidents Hoover and Coolidge” .$12,750,000. 

Ten—535 Type Vessels at $700,000. each_ 7,000,000. 

Seven—502 Type Vessels at $550,000. each_ 3,850,000. 

“President Fillmore and Johnson”._ 600,000. 

“Ruth Alexander”_ 500,000. 

“Mayon”_ 875,000. 


Total.$25,575,000. 
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[Figures in longhand]: 


18,000. 
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6. TERMINAL PROPERTY AND EQUIPMENT: 

Miscellaneous __$ 16,415. 

Hunts Point, N. Y_ 1,000,000. 

Shanghai Terminal. 500,000. 

Shanghai Tender. 100,000. 

Shanghai Land ... 143,209. 


Total...$ 1,759,624. 

7. OTHER PROPERTY AND EQUIPMENT: 

Office Furniture, Etc., from Robert Dollar Co-.$ 250,000. 

Other property to be supplied by Robert Dollar Co. 52,133. 

Miscellaneous . 3,867. 


Total.$ 306,000. 

8. OTHER DEFERRED CHARGES AND PREPAID 
EXPENSES: 

Liquidation damages Robert Dollar Co. Contract $ 750,000. 

Miscellaneous . 28,433. 


Total.$ 778,433. 


San Francisco, Calif. 
August 5, 1937. 


[Defendants’ Exhibit No. 4 reads in part as 
follows: 

Exhibit C 

* * * * * 

PRELIMINARY REPORT ON 
PROPOSED CONSOLIDATION 

of 

DOLLAR COMPANIES 

* * * * * 

In the absence of capital offerings from any out¬ 
side source at the present time, an effort was made 
to consolidate several interests of the present Dollar 
Companies to determine the extent of a subscrip- 
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tion, if any, that could be made to the capital of 
the existing operation. 

It will be noted that the various companies, other 
than Delaware, brought into the picture by con¬ 
solidation, are presently free from the Delaware 
Company unless merged by stockholders 7 consent, 
a program which might or might not be wise from 
their viewpoint, judging from the current financial 
situation of Delaware. It will also be observed that 
consolidated figures bring together sundry types of 
assets, some of which are of immediate value, others 
which have no apparent relation to the business 
except for the potential liquidation and possible 
subsequent financial support in later years. In any 
event they apparently represent all they have to 
offer which in the absence of evidence to the con¬ 
trary means a final subscription from present own¬ 
ership. 

The situation is not entirely a matter of assets, 
in fact the debt position is particularly unfavorable 
to either an immediate or temporary solution or to 
the encouragement of new capital from outside 
sources. Exclusive of the Hoover-Coolidge debt of 
$9,500,000 to the Commission, which should work 
out satisfactorily based on the vessel 7 s production, 
there remain $5,410,000.00 of liens on fleet of 535 7 s 
and 502 7 s, all of which are approximately 17 years 
old. Also the Bank debt of $2,800,000.00 which ap¬ 
parently must be paid in cash over a long term 
period, plus a current debt of $2,636,000.00. The 
aggregate debt load would appear to preclude pros¬ 
pects of replacement except through sale of ships 
at substantial figures or from very satisfactory 
earnings. 
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Concerning earnings, the overhead expense com¬ 
pares favorably with other operations and certain 
additional economies would be effected through re¬ 
duction in Bank rate from 6 to 3%%, $70,000.00, 
management costs reduced $230,000 per year based 
on 1936 results and elimination of the Matson con¬ 
tract costing approximately $150,000.00 per year. 
An operating estimate has been submitted for year 
ending June 30, 1938, which reflects the following: 

Dollar 

Gross—18,664. 

Net before Subsidy or Depr.—minus 409. 

Est. Approximate Subsidy—2,700. 

As compared with 1936 for 10 months (strike 

Nov.-Dee.) 

Gross—14,172. 

Net before Subsidy or Depr.—minus 704. 

Seattle Route 

Gross—3,994. 

Net before Subsidy or Depr.—minus 764. 

Est. Approximate Subsidy—730. 

As compared with 1936 for 10 months (strike 

Nov.-Dee.). 

Gross—2,797. 

Net before Subsidy or Depr.—minus 662. 

Estimates of increased gross are offset by corres¬ 
pondingly increased expenses, net results being 
quite similar to 1936. In view of the uncertain 
oriental situation, any estimate at this time appears 
unreliable. 

*. • * * * 

The resulting picture would be improved moder- 
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ately as to capital position in spite of a consider¬ 
able amount of assets which are foreign to the 
operation and serve little purpose at the present 
time. Certain of these assets should liquidate in 
a reasonable time, thereby improving the net cur¬ 
rent position, others appear to be slow and un¬ 
desirable. The current position is considerably bet¬ 
ter, based, however, on release of mail pay. 

In spite of many extremely unattractive features 
which include principally the excessive debt position 
and thinness of desirable net capital, as well as an 
earning problem, it would appear advisable to 
recognize the fact that the Commission holds $15,- 
000,000.00 of mortgages on a fleet of some 20 ships, 
all except 2 of which are nearly 20 years old. It is 
difficult to ascertain, except by actual sale, the value 
of this fleet, and the margin of security, if any. 
The matter of a blanket mortgage should be con¬ 
sidered which will at least consolidate collateral and 
possibly strengthen some of the more excessive in¬ 
dividual loans. 

• * * * * 

August 25, 1937. 

Approved: 

D. F. HOULIHAN, 

Director of Finance. 

JOHN W. SLACKS, 

Financial Assistant to 
Chairman. 

JAY DUNNE, 

Special Assistant to Chairman. 
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WILLIAM RADNER, 
Attorney. 

D. E. LAWRENCE, 

Chief, Examining Section. 


* * * * * 

Mr. Siegel: On page 30, line 24, “Document 
2-P-28 is a true copy of a teletype [1682] commu¬ 
nication of October 20, 1937, between R. Stanley 
Dollar in Washington, D. C., and the San Francisco 
office of Dollar of Delaware.” 

I offer in evidence as defendants’ exhibit next in 
order Document 2-P-28. I will not read it. 

The Deputy Clerk: Defendants’ Exhibit No. 102. 

(Copy of a teletype communication beginning 
“Mr. Dollar Calling,” heretofore identified as 
Document 2-P-28, was accordingly marked De¬ 
fendants’ Exhibit 102 and received in evidence.) 


[Defendants’ Exhibit 102 reads in part as 

follows:] Oct. 20, 129 pm ’37 

* * * * * 

There Are Other Immediate Problems Of Im¬ 
portance For Which We Have Found No Solution 
Up To The Moment. Strong Demands Are Being 
Made By Bureau Of Navigation To Complete Re¬ 
conditioning Jobs Required Under Safety At Sea 
Regulations. Labor Unions Are Pressing For Safety 
At Sea Regulations. Labor Unions Are Rxx Press- 
ingxx Labor Unions Are Pressing For Revamped 
Crew Quarters And M C Inspectors Want Con¬ 
siderable Work Coxx Done On Bottoms And C 
Decks. All This Would Cost Nearly $1,500,000. An 
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Outlay Of Nearly $400,000 Will Be Required Al¬ 
most Immediately For Compliance With Safety At 
Sea Regulations Etc If Complete Tie Up Of Fleet 
As They Arrive At American Ports Is To Be 
Avoided. We Are Trying To Get M C To Advance 
Necessary Funds Under Its Preferred Mortgages 

But Nothing Definite Yet. 

* * * * * 


Mr. Siegel: I call Your Honor’s attention to a 
third of the way down in the teletype to an esti¬ 
mate for repairs of a million and a half dollar. 

I offer in evidence as defendants’ exhibit next in 
order Document 2-F-8, which are the minutes of 
the Maritime Commission of December 3, 1937. 

The Deputy Clerk: Defendants’ Exhibit No. 103. 

(Copy of the Minutes, beginning, “Proceed¬ 
ings of the United States Maritime Commis¬ 
sion,” dated December 3, 1937, heretofore iden¬ 
tified as Document 2-F-8, was marked and 
received in evidence.) 


[Defendants’ Exhibit 103 reads as follows:] 

PROCEEDINGS OF THE UNITED STATES 
MARITIME COMMISSION 

December 3, 1937. 

Present: Commissioner Land (Acting Chairman), 
and Commissioners Moran, Wiley, and Woodward, 
a quorum. 

Also Present: Joseph R. Sheehan, Executive Di¬ 
rector (withdrew from the meeting at 5:00 p.m.); 
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Arthur W. Poole, Financial Expert (withdrew at 
4:00 p.m.); Francis B. Goertner, of the staff of the 
Legal Division, Knight G. Aulsbrook, of the staff 
of attorneys, and D. E. Lawrence, Chief, Examining 
Section, Division of Finance (withdrew at 4:00 
p.m.); D. F. Houlihan, Director, Division of Fi¬ 
nance; Jay Dunne, Special Financial Expert; Wil¬ 
liam Radner, of the staff of the Legal Division; 
Max 0 ? Rell Truitt, General Counsel (entered at 
2:30 p.m.); R. S. Laughlin, of the firm of Treadwell 
& Laughlin, Attorneys at Law, of San Francisco, 
Calif, (entered at 2:30 p.m. and withdrew at 4:00 
p.m.); and W. C. Peet, Jr., Secretary. 

The Commission convened at 2:00 p.m., and ad¬ 
journed at 6:00 p.m. 

At this point (2:30 p.m.) the General Counsel 
entered the meeting and introduced Mr. R. S. 
Laughlin, of the firm of Treadwell & Laughlin, 
Attorneys at Law, of San Francisco, Calif., to the 
Commission. He stated that Mr. Laughlin had been 
assisting the representatives of the Commission in 
their negotiations with the Dollar Steamship Lines 
Inc., Ltd. Mr. Sheehan likewise introduced Mr. 
Arthur W. Poole, an expert on reorganization whom 
it might be necessary to send to the Pacific Coast 
in this same connection. 

The representatives of the Commission, Messrs. 
Lawrence, Goertner, and Aulsbrook, who had re¬ 
cently returned from the Pacific Coast, reported to 
the Commission the course of negotiations with the 
Dollar Steamship Lines since the meeting of the 
Commission on October 22, 1937, after which these 
representatives had been sent to San Francisco to 
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supervise the proposed reorganization of the Dollar 
Steamship Lines. They stated that upon their ar¬ 
rival in San Francisco, Mr. R. Stanley Dollar had 
notified them of his intention to negotiate with his 
trade creditors and the Anglo California National 
Bank for a reduction of their respective claims be¬ 
fore submitting his plan of reorganization to repre¬ 
sentatives of the Commission. They stated that they 
advised Mr. Dollar that this procedure would not 
be satisfactory and notified him on October 29,1937, 
of the minimum conditions on which they deemed 
the Commission would be justified in granting an 
operating subsidy. They further stated that these 
conditions embodied substantially the following 
points: 

1. The establishment of a satisfactory financial 
condition of the operator through the adjustment of 
trade debt, bank debt, and intercompany debt. 

2. The securing of additional cash as necessary 
working capital by way of loans to the operator. 

3. Adjustment of relations between the operator 
and the Robert Dollar Company, its managing agent 
during the period of the temporary subsidy. 

4. Accomplishment of changes in the direction 
and management of the operator. 

After a further discussion of the details of work¬ 
ing out a solution of the aforementioned problems, 
and a summarization of the situation by Mr. Laugh- 
lin, the Commission bv the unanimous “voa" vote 
of the members present, directed the Division of 
Finance and the General Counsel to submit a report 
and recommendation on the matter of granting the 
Dollar Steamship Lines Inc., Ltd., a temporary 
operating differential subsidy. 
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Mr. Siegel: I offer in evidence as defendants’ 
exhibit next in order Document 2-F-10, minutes of 
the Maritime Commission December 14, 1937. 

The Deputy Clerk: Defendants’ Exhibit No. 104. 

(Copy of the Minutes, beginning, “Proceed¬ 
ings of the United States Maritime [1683] 
Commission, dated December 14, 1937, hereto¬ 
fore identified as Document 2-E-10, accordingly 
was marked Defendants’ Exhibit 104 and re¬ 
ceived in evidence.) 

[Defendants’ Exhibit 104 reads as follows:] 

PROCEEDINGS OF THE UNITED STATES 
MARITIME COMMISSION 

December 14, 1937. 

Present: Commissioner Land (Acting Chairman), 
and Commissioners Moran, Wiley, and Woodward, 
a quorum. 

Also Present: Max O’Rell Truitt, General Coun¬ 
sel; L. C. Nelson, Director, Division of Regulation 
(withdrew from the meeting at 3:20 p.m.); Knight 
G. Aulsbrook, of the staff of attorneys, and Francis 
E. Goertner and M. H. Avery, of the staff of the 
Legal Division (entered the meeting at 4:00 p.m. 
and withdrew at 5:00 p.m.); D. E. Lawrence, Chief, 
Examining Section, Division of Finance, D. F. 
Houlihan, Director, Division of Finance, Jay 
Dunne, Special Financial Expert, and William Rad- 
ner, of the staff of the Legal Division (entered the 
meeting at 4:00 p.m.); M. L. Wilcox, Director, 
Division of Operations and Traffic (entered at 4:20 
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p.m.); Paul Page, Jr., of the staff of the Legal 
Division (entered at 5:00 p.m.); and W. C. Peet, 
Jr., Secretary. 

The Commission convened at 3:00 p.m., and ad¬ 
journed at 6:30 p.m. 

Mr. Aulsbrook notified the Commission that two 
changes had occurred in the Dollar situation since 
the Commission had approved the letter signed by 
the Chairman on December 9, 1937, in which the 
minimum conditions for granting the operating- 
differential subsidy were set forth. He explained 
in the first place that the grounding of the S.S. 
President Hoover seriously jeopardized the pro¬ 
posed plan of reorganization and made it impos¬ 
sible for it to be completed by December 31, 1937, 
the date of expiration of the agreements with the 
trade creditors and the bank. 

In regard to the insurance on the S.S. President 
Hoover, Mr. Goertner stated that the policy on this 
vessel more than covered the Commission’s mort¬ 
gage and that the Company would recover $6,250,000 
in the event the vessel was declared a total loss. He 
pointed out that the blanket mortgage held by the 
Commission in the amount of approximately $9,000,- 
000 on the S.S. President Hoover and S.S. Presi¬ 
dent Coolidge provided that the entire amount re¬ 
covered by the Commission could be applied to this 
mortgage. 

Mr. Lawrence stated that the examination of the 
revenues of the Dollar Steamship Company revealed 
that the major portion was obtained from the S.S. 
President Hoover and S.S. President Coolidge and 
that the Company’s earnings would be badly im- 
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paired with the S.S. President Hoover out of service. 
He gave the opinion that the financial condition of the 
Company, without the earnings contributed by the 
S.S. President Hoover, would not permit the Com¬ 
pany to continue. He stated that the decision on the 
maintenance of services presently conducted by the 
Dollar Steamship Company rested with the Com¬ 
mission, and that the probable alternative was the 
liquidation of the Company’s assets. 

Mr. Wilcox entered the meeting at 4:20 p.m. 

There followed a general discussion of the four 
services operated by the Dollar interests from the 
point of view of essentiality of trade routes as well 
as financial return. The possibility of obtaining a 
vessel to be substituted for the S.S. President 
Hoover in the transpacific service was discussed. It 
was pointed out that the entrance of any other 
vessel in this trade would probably increase the 
working capital requirements of the Company to 
more than the $500,000 stipulated in the letter of 
December 9. Mr. Houlihan notified the Commission 
and, in this connection, Mr. Dollar informed repre¬ 
sentatives of the Commission that it would not be 
possible for him to increase his working capital 
to that amount. The Commission thereupon directed 
the members of the staff, working on this problem, 
to submit their recommendations and suggestions 
on the Dollar Line services, taking into considera¬ 
tion all possible contingencies. 


* * * * * 

Mr. Siegel: I now turn to page 95. line 3, para¬ 
graph 10 of Article XI: 
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“ During the years 1931 to 1937, inclusive, the net 
voyage revenues realized by Dollar of Delaware 
(that is, before deduction of general administra¬ 
tion, interest and depreciation expense) from opera¬ 
tion of the President Hoover and President Coo- 
lidge accounted for percentages of the total net voy¬ 
age revenues of the Company, as set forth in Docu¬ 
ment 11-17 herein.” 

I next offer in evidence as Defendants’ [1684] 
Exhibit next in order Document 11-17. 

Mr. Harrison: We wish to make the same ob¬ 
jection. During this period the financial data is not 
admissible because it is irrelevant and is remote. 

Mr. Siegel: This is merely to show’ the import¬ 
ance of the Hoover, and show that the company’s 
financial position from December. 1937, on, was 
not due to anv acts or omissions of the Commis- 

•j 

sion, but very largely to the loss of the Hoover, 
which was one of the two large money-earners of 
the company, one of the two only money-earners of 
the company. 

The past earnings, of course, is the basis for de¬ 
termining its future prospects, and of course, the 
basis of the opinions of Mr. Lawrence or any other 
expert of like character. 

The Deputy Clerk: Defendants’ Exhibit 105. 

(The tabulation headed “American Presi¬ 
dent Lines, Ltd., Statement of "Net Voyage 
Profit,” etc., heretofore identified as Document 
11-17, was accordingly marked Defendants’ Ex¬ 
hibit 105 and received in evidence.) 
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[Defendants’ Exhibit No. 105 reads as fol¬ 
lows :] 


AMERICAN PRESIDENT LINES, LTD. 

STATEMENT OF NET VOYAGE PROFIT BEFORE DEPRECIA¬ 
TION AND INTEREST EXPENSES ON VOYAGES TER¬ 
MINATED YEARS 1931-1937 INCLUSIVE. 



All Vessels 




Including Pres. 




Hoover and 



Year 

Pres. Coolidge 

Pres. Hoover 

Pres. Coolidge 

1931 . 

.$ 741,678.72 

$ 178,993.39 1 

$ 162,048.47 1 

1932 . 

. 1,104,345.50 

505,108.19 

355,432.00 

1933 . 

. 1,670,789.08 

611,389.25 

650,532.39 

1934 . 

. 2,050,246.43 

874,439.43 

716,856.29 

1935 . 

. 1,668,151.42 

717,996.08 

839,002.06 

1936 . 

. 2,375,167.62 

907,539.93 

640,721.41 

1937 . 

. 339,763.02 

499,829.76 

469,808.48 

Total 1931 

-1937 $9,950,141.79 

$4,295,296.03 

$3,834,401.10 

Total 1932 

■1937 $9,208,463.07 

$4,116,302.64 

$3,672,352.63 


1 Includes but one voyage of S.S. President Hoover and S.S. Pres¬ 
ident Coolidge. 

Finance Department 
Accounting Section 
San Francisco 
January 12, 1948 
FRB:dg 


* * * * * 

ARCHIBALD I. GRAUSTEIN. [1703] 

called as a witness on behalf of the defendants and 
being first duly sworn, was examined and testified as 
follows: 

Direct Examination 
By Mr. Siegel: 

Q. Will you state your name, please? 

A. Archibald I. Graustein. 
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Q. Your residence? A. New York city. 

Q. Your profession? A. Lawyer. 

Q. Were you at any time retained by the United 
States Maritime Commission? A. As a spe¬ 
cial counsel in 1937. 

Q. What had been your experience in connection 
with corporate finance and financial reorganizations 
prior to that date, Mr. Graustein? A. When 
I left Harvard Law’ School, I went into the office 
of Ropes, Gray & Grubb, in Boston, in 1907. [1704] 
In 1911 I became a partner and stayed there until 
1924; and in that time my work was predominantly 
on security issues and reorganizations. So that I 
became thoroughly familiar with matters of corpo¬ 
rate finance. 

I left that office to become the president of Inter¬ 
national Paper Company, where my business duties 
included a very large measure of work on financing 
the company and its subsidiaries. 

I left the International Paper Company in 1936 
and have been engaged in the general business prac¬ 
tice since, which has included a verv considerable 
contact with corporate finance. 

Q. At whose request were you retained by the 
Maritime Commission, Mr. Graustein? 

A. Mr. Kennedy. 

Q. Had you known him before? A. No. 
Mr. Cummerford, who had been a partner of mine 
in Ropes, Gray & Grubb, was asked by Mr. Ken¬ 
nedy to suggest someone, and he suggested my name, 
among others. 

Q. Mr. Graustein, wffiat duties did you perform 
on behalf of the United States Maritime Commis- 
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sion? A. Mr. Kennedy told me what he 

wanted me to do primarily was to represent the 
Commission in an effort to arrange the affairs or to 
help in the arrangement of the financial [1705] 
affairs of the Munson Line, United States Lines, 
and the Dollar Lines, so that they would be in suf¬ 
ficiently good financial position to justify the issue 
to them of the new subsidy agreements. 

Q. Did you have any negotiations with Mr. Dol¬ 
lar in this regard? A. I did. 

Q. In the course of your discussions with Mr. 
Dollar, did you discuss the subject of the inter¬ 
company debt? A. Yes. 

Q. What proposal, if any, did you make? 

Mr. Harrison: Might we have the time and the 
place ? 

The Court: The time and the place and the cir¬ 
cumstances. 

By Mr. Siegel: 

Q. Can you recall, Mr. Graustein, the time and 
the place of your discussions with Mr. Dollar? 

A. The time would have been May, 1937, and 
the place the offices of the Maritime Commission. 

Q. In Washington, D. C.? A. In Wash¬ 
ington, D. C. 

Mr. Harrison: I didn’t catch the answer. 

The Court: May of 1937, in the offices of the 
Maritime Commission here in Washington. 

By Mr. Siegel: 

Q. In the course of your discussions with [1706] 
Mr. Dollar, Mr. Graustein, did you discuss the sub¬ 
ject of the inter-company debt? 

Mr. Harrison: I submit there has been no evi- 
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dence concerning the negotiations in this period up 
to the present time; so therefore it would be irrele¬ 
vant and remote. 

Mr. Siegel: If the Court please, the witness tes¬ 
tified he discussed the subject of the Dollar Lines— 

The Court: Let me interpolate, if I may. Mr. 
Graustein was called in as an expert by Mr. Ken¬ 
nedy, who discussed the possible financial situation 
and what could be done with reference to three 
lines—the United States Lines and the Dollar Lines 
and the Munson Line—and then you have descended 
to a particular aspect of the negotiations with refer¬ 
ence to the Dollar Lines by talking about the inter¬ 
company debt. 

How is that relevant at this juncture? 

Mr. Siegel: If the Court please, there are two 
classes of evidence which have been offered by the 
plaintiffs in this regard. They have first offered in 
evidence the last paragraph appearing on page 36, 
before the paragraph marked “H—Operations Un¬ 
der the Temporary Subsidy, January to March, 
1938,” and have laid particular stress on the fol¬ 
lowing statement: 

“Without this plan of financial readjustment the 
company could not have been reorganized ex- [1707] 
cept in the course”— 

Speaking of the January agreement, 1938— 

—“except in the course of protracted judicial 
proceedings under 77-B of the Bankruptcy Act. The 
main reason for this, it should be pointed out, is 
that the Dollar affiliates had become preferred stock¬ 
holders and not creditors. Consequently, their bar¬ 
gaining position was much weaker. Failure to reach 
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any agreement with the Commission which would 
satisfy the demands for adequate service and be in 
the public interest, led them first to propose, and 
then to agree for a valid consideration, to sur¬ 
render the common stock holdings and evolve the 
present adjustment plan.” 

Secondly, on page 1036 of the transcript they have 
offered and put in evidence the testimony of Mr. 
Hall, to the effect that the Dollar interests had 
already made a contribution of new money, to the 
extent of about three and a half million dollars, as 
I recall, the portion of which contributed by the 
affiliates of the Dollar interests was a million and a 
half dollars, consisting of the inter-company debt to 
which I now refer. 

And it is my purpose to trace the origin of the 
provision in the January, 1938, agreement, upon 
which so much stress has been laid by the plain¬ 
tiffs. 

The Court: The only agreement, I will [1708] 
say again, I am concerned with is the August 15, 
1938, one and the supplements thereto. To trace 
the inter-company debt, I am afraid, is not going 
to be helpful in the interpretation of that agree¬ 
ment. 

Mr. Siegel: The Government, if the Court 
please, would be perfectly happy if those allegations 
in the complaint and the evidence adduced in sup¬ 
port of it were stricken; but so long as it remains, 
I would like to answer it. It would take me no more 
than three or four questions, and five minutes. 

The Court: How is it relevant? 

Mr. Siegel: It would show that the relation of 


1952 


R. Stanley Dollar, et al 


the inter-company debt—and I didn’t want to be in 
the position of suggesting the answer to the wit¬ 
ness—but it is designed to show, if your Honor 
please, that measured by its effect and its propriety 
in the circumstances here, in accordance with cus¬ 
tomary practice in financial reorganizations, the 
elimination of the inter-company debt was designed 
only to improve the financial condition of the com¬ 
pany and not in any way to weaken the bargaining 
position of the Dollar interests. 

And secondly, if your Honor please, to show that 
the conversion of the inter-company debt in the cir¬ 
cumstances in which this company was at the time 
can in no substantial or real sense be deemed a con¬ 
tribution of new money. 

The Court: Well, I don’t think it is. [1709] 

Mr. Siegel: If the plaintiffs are willing so to 
stipulate, we will withdraw the witness. 

Is Mr. Harrison willing to so stipulate? 

Mr. Harrison: I did not follow your statement 
very closely. I was willing to stipulate in the first 
place. I don’t think it would be well for us to haggle 
over a stipulation of that kind now. 

Mr. Siegel: If the Court please, Mr. Harrison 
has offered an abundance of evidence already. This 
■will take me much less time. 

The Court: You are going on the theory that the 
evidence offered by Mr. Harrison is conclusive. 

Mr. Siegel: No, your Honor, but merely that we 
should have an opportunity to meet it, if at any 
time, either here or in any other court, w’e should 
have to discuss it. 

The Court: You don’t have to discuss it here, 
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and I so rule. It is not material to the issue involved 
here. 

Mr. Siegel: Very well, your Honor. 

The Court: And that goes for both sides. 

Mr. Siegel: May I then make an offer of proof, 
if the Court please? 

The Court: You have made it, and it has been 
excluded. 

Mr. Siegel: Will your Honor accept my state¬ 
ment as an offer of proof? 

The Court: Yes. [1710] 

Mr. Siegel: Very well, Mr. Graustein, that will 
be all. 

(The witness left the stand.) 

Mr. Siegel: Mr. Reavis. 

Accordingly, 

THOMAS H. REAVIS, 

called as a witness on behalf of the defendants and 
being first duly sworn, was examined and testified 
as follows: 

Direct Examination 
By Mr. Siegel: 

Q. State your name, please? A. Thomas 
H. Reavis—R-e-a-v-i-s. 

Q. Your residence? A. 421 East Leland, 
Chevy Chase. 

Q. And your present position, Mr. Reavis? 

A. Chief, Bureau of Accounts, United States 
Maritime Commission. 

Q. How long have you held that position, Mr. 
Reavis? A. Since September 2nd last year, 
1947. 
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Q. And what was your position in the year 
1938, the years 1937 and 1938, Mr. Reavis? 

A. Senior investigator for the General Account¬ 
ing Office. 

Q. And did you, in the performance of those 
duties, have any responsibilities in connection [1711] 
with the auditing of the accounts of the United 
States Maritime Commission? A. I did. 

Q. Mr. Reavis, have you made an examination of 
the accounts of the United States Maritime Com¬ 
mission from the date of its organization to date, 
to ascertain whether at any time from the date of 
its organization, to the present date, the Maritime 
Commission ever made a repair loan other than the 
one granted to Dollar of Delaware in 1938? 

The Court: You mean a repair loan to any other 
company ? 

Mr. Siegel: A repair loan to any other company, 
your Honor. 

The Witness: Yes— 

Mr. Harrison: I want to object after the wit¬ 
ness says “Yes.” 

Bv Mr. Siegel: 

Q. You made an examination to determine that? 

A. Yes. 

Q. And after the examination, Mr. Reavis, have 
you determined whether or not a loan was made to 
any other company for repair purposes? 

Mr. Harrison: I object to the question as irrele¬ 
vant. 

Mr. Siegel: Our sole purpose here, if the Court 
please, is to meet the evidence put in by the plain¬ 
tiffs. We deem it irrelevant, but there has [1712] 




vs. Emory S. Land, et al 


1955 


been evidence in the record by which Mr. Harrison 
sought to show the Maritime Commission discrim¬ 
inated against the Dollar Line, and to show that it 
was the only company which never received a sub¬ 
sidy. And I believe, also, though my recollection on 
this is not absolutely clear, that in the minutes or 
the stenographic notes of one of the meetings of the 
board of directors of Dollar of Delaware early in 
May it was sought to be shown this is the only case 
in which, in respect to such subsidy the Maritime 
Commission ever submitted the demands and the 
conditions or anything similar to those, as set forth 
in the letter of April 28, 1938. 

My sole purpose at this time is to show this is the 
only company which required the extensive financial 
assistance from the Maritime Commission that Dol¬ 
lar of Delaware required. 

The Court (to the witness): You may answer. 

By Mr. Siegel: 

Q. What is your answer, Mr. Reavis? 

A. Do you mind repeating that question, please ? 

Q. Upon examination of the accounts of the 
Maritime Commission for the period to which you 
have referred, from that examination can vou state 
whether or not the Maritime Commission ever 
granted a repair loan to any company other than the 
Dollar of Delaware? A. To the best [1713] 
of my knowledge and belief, while 1 was in the 
Comptroller's General Office, or the General Ac¬ 
counting Office— 

Q. Did it or did it not? A. It did not. 
And since, today I have had further examination 
made, by those people in the Maritime Commission 


1956 


R. Stanley Dollar, et al 


who have followed these transactions for the last 
20 or 25 years, people who have been there that long. 
They find no other. I verified this this morning. 

Q. Mr. Reavis, have you examined the accounts 
of the Maritime Commission for the same period 
to determine whether or not the Maritime Commis¬ 
sion in any case other than the case of Dollar 
of Delaware ever subordinated any mortgage or 
mortgage indebtedness to any new money? 

A. I have, and I find no other record. 

Mr. Siegel: That is all. 

Cross-Examination 

Bv Mr. Harrison: 

Q. In your testimony, Mr. Reavis, you have men¬ 
tioned the subject of repair loans. How many loans 
of anv character has the Maritime Commission 
made ? A. How manv loans of anv kind? 

•/ 4 / 

Q. I say you mentioned in your direct examina¬ 
tion something about repair loans. How many loans 
of other characters has the Commission made? 

A. I don't think the Maritime Commis- [1714] 
sion has made any loans, because when the Mer¬ 
chant Marine Act of 1936 was enacted, the construc¬ 
tion loan fund at that time was discontinued. 

Q. Well, do you know whether they made any, 
or not? A. I would have to verify, to go 
through the records to see. But to my best 
knowledge and belief, there has none been made. 

Q. Do you know of any companies to which the 
Maritime Commission has advanced funds which at 
the same time have borrowed from the Reconstruc¬ 
tion Finance Corporation? A. You are limit¬ 
ing the question to steamship companies, sir? 
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Mr. Harrison (to the reporter): Will you read 
the question, please? 

The Court: What other companies would the 
Maritime Commission be concerned with outside of 
steamship companies? Do you mean shipbuilding 
companies ? 

I assume you mean steamship companies. 

The Witness: Not that I know of. 

Q. In other words, you don't know of any steam¬ 
ship companies that borrowed from the RFC at the 
time they were doing business with the Maritime 
Commission? 

A. I wouldn’t know that, anyway. I couldn’t 
speak for the RFC records. I don’t know [1715] 
anything about the RFC side of it. I can’t testify 
as to the RFC records. 

Q. Do you know of any steamship companies, 
since June of 1936, where the Maritime Commis¬ 
sion has offset mail pay against mortgage indebted¬ 
ness to the Commission? A. I don’t recall 
any against mortgage indebtedness. 

Q. Would you please repeat your answer? 

A. I don’t recall any against mortgage indebted¬ 
ness. 

Mr. Harrison: I think that is all. 

Redirect Examination 

By Mr. Siegel: 

Q. Mr. Reavis, Mr. Harrison’s last question 
opens up a subject on which I would like to ask 
you a question: Do you recall whether or not the 
Maritime Commission or the predecessor agency, 
the United States Shipping Board, made an offset 
against the Tacoma Steamship Company? 
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A. I don’t recall. 

Q. You do not recall? A. I do not recall. 

Mr. Siegel: Very well. That is all, Mr. Reavis. 

(The witness left the stand.) 

Mr. Siegel: Mr. Paul Page, please. 

Accordingly, 

PAUL D. PAGE, JR. 

called as a witness on behalf of the defendants and, 
being first duly sworn, was examined and testified 
as follows: [1716] 

Direct Examination 

By Mr. Siegel: 

Q. Your name, please? 

A. Paul D. Page, Jr. 

Q. Your residence? A. Houston, Texas. 

Q. Your profession? A. Lawyer. 

Q. And you are employed by the United States 
Maritime Commission ? A. Since May 1,1937. 

Q. As a member of the Legal Division of the 
Maritime Commission? A. Yes, sir, and solici¬ 
tor of the Commission. 

Q. Mr. Page, I show you a copy of the minutes 
of the Maritime Commission, August 2, 1937, spe¬ 
cial meeting, which is Plaintiffs’ Exhibit 137, and I 
ask you to examine the first page thereof and, upon 
examination thereof, to state whether you can recall 
whether you were present at the meeting of the 
Commission of that date? A. May I correct 
that? That is August 2, 1938. I was present and I 
recall the meeting. 

Q. Mr. Page, I show you a document headed 
"‘Resolution,” with the date 8/2/38, which appears 
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to be a copy of the resolutions and findings [1717] 
appearing in the minutes of August 2, 1938, which 
1 have just shown you; and I call your attention to 
the initials P.D.P. appearing at the bottom of the 
next to the last page thereof, and ask you whether 
those are your initials. A. Those are my ini¬ 
tials and were placed there by me. 

Q. And I call your attention to the signature 
appearing on the same page, “Bon Geaslin,” and 
ask you whether or not you can identify as being in 
the hand of Mr. Geaslin? A. I can and I do 
identify that as Mr. Geaslin ? s signature. 

Q. And I call your attention to the initials 
P.D.P. and the signature of Mr. Geaslin appearing 
at the bottom of the last page of the same document 
and ask you if you can identify the first as your ini¬ 
tials and the second as in the hand of Mr. Geaslin. 

A. My initials placed there by me, and Mr. Geas¬ 
lin’s signature. 

Q. Mr. Page, I invite your attention to the third 
recital in this resolution, which reads: 

“Whereas, the Commission has determined that 
said agreement offers the most fair and feasible 
means of continuing essential American flag pas¬ 
senger and cargo service to the Orient, and that it is 
to the best interests of the United States and [1718] 
the American Merchant Marine to enter into said 
agreement.” 

And also to the statements appearing in Mr. Geas¬ 
lin’s opinion of July 20, 1938, on page 105 of the 
second Blue Book, as has been identified in this pro¬ 
ceeding; and in the last sentence of his opinion, on 



1960 


22. Stanley Dollar, et al 


page 108 of the same document, and ask you to com¬ 
pare the language. 

I ask you to examine the statements of Mr. Geas- 
lin’s opinion, first, that I have called your attention 
to, in the last paragraph on page 108, and the para¬ 
graph which is one, two, three, four, five, six, seven 
paragraphs down on page 105. A. I have 

done so. 

Q. Now, Mr. Page, I will ask you whether or 
not you approved of the findings made in the min¬ 
utes of August 2, 1938. A. I did. 

Q. Do you know from your own personal knowl¬ 
edge whether Mr. Geaslin did also? A. I do. 

Mr. Harrison: That is objected to as irrevelant, 
if the Court please. The documents speak for them¬ 
selves, and are in the records of the Commission 
that the Commission took certain action by formal 
resolution. If that action of the Commission raises 
a question of law, that is a question of law [1719] 
for this Court to decide, and counsel cannot possibly 
testify as to the legal opinion concerning its con¬ 
struction. 

The Court: That is the view I have taken. It is 
just like the tendered introduction of evidence to 
disclose his attitude, with respect to what Admiral 
Land thought at the time he sent the telegram. 

If I sent a telegram to you, then most certainly, if 
I am rational, that telegram, presumably, according 
to every test we human beings apply to matters of 
that character, indicates what I had in mind at 
the time I sent the telegram. 

Mr. Siegel: I appreciate your Honor’s view. 

The Court: And it is the same way here. The 
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Co mmi ssion held a meeting on August 2, 1938, and 
there was a resolution passed. If it is material, then 
most certainly the best evidence is the minutes of 
the meeting. 

Mr. Siegel: The resolution, if the Court please, 
would be, so far as written findings are concerned, 
the only evidence as to what the Commission did. 

But a suggestion has been made that the findings 
adopted here did not conform to the language sug¬ 
gested by Mr. Geaslin, because of a doubt in the 
minds either of counsel or the Commission whether 
the Commission could in good faith make such a 
finding. 

The Court: But the Commission did what it did 
do, didn't it? 

Mr. Siegel: That is correct, your Honor. [1720] 

The Court: If the Commission acted illegally in 
the matter, that is water over the dam, and that is 
something I will have to decide. 

Mr. Siegel: Certainly. 

The Court: Irrespective of what was in the mind 
of Mr. Geaslin or what was in the mind of Mr. Page 
or what was in the mind of the individual Commis¬ 
sioners, the act upon which it put its imprimatur 
is the resolution of August 2, 1938, and on that it 
rises or falls. 

Mr. Siegel: Very well, your Honor. 

I would like to make an offer merely for the 
record, if the Court please. 

The Court: I think the record is very clear as 
to what the offer was, and the Court's ruling. 

Mr. Siegel: And may the statement stand as the 
proffer? 
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The Court: Your statement will stand as to what 
the witness w’ould have testified to, if the Court 
w’ould have permitted him to testify. 

Mr. Siegel: Very well, your Honor. 

By Mr. Siegel: 

Q. Now% Mr. Page, you testified you were pres¬ 
ent at the meeting of the Maritime Commission on 
August 2, 1938. Can you state whether or not at that 
meeting any member of the Commission expressed 
any opinion as to whether there were any [1721] 
other alternatives available to the Commission other 
than the Adjustment Plan adopted and approved at 
the meeting of August 2, 1938? 

Mr. Harrison: The same objection. 

The Court: Excluded. 

Mr. Siegel: And I offer to prove, if the witness 
were permitted to testify, each of the Commissioners 
who voted for the plan which was approved, set 
forth in the minutes of August 2, 1938, each of the 
Commissioners stated the only alternative available 
was bankruptcy, and that bankruptcy would not pre¬ 
serve the service. 

That is all, Mr. Page. 

(The witness left the stand.) 

* * * * * 

Mr. Siegel: If the Court please, I will [1722] 
now offer in evidence the copy of resolution identi¬ 
fied by the witness, Mr. Page, as a copy which was 
approved by him and Mr. Geaslin, as the defend¬ 
ants’ exhibit next in order (handing the document 
to the deputy clerk): 

Mr. Harrison: I object to it as irrelevant, if the 
Court please. 
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The Court: That is a matter I have already ex¬ 
cluded, isn’t it? That is the document in support 
of the offer? 

Mr. Siegel: That is correct, Your Honor. I just 
wanted to get a number for it. 

The Deputy Clerk: Defendants’ Exhibit 111 for 
identification. 

(The document headed “Resolution” was ac¬ 
cordingly marked for identification as Defend¬ 
ants’ Exhibit No. 111.) 

* * * * * 

Mr. Siegel: I offer as the defendants’ [1723] 
exhibit next in order Document 2-F-30, the minutes 
of the Maritime Commission March 28, 1938, and 
which, if Your Honor please, I ask be considered 
in connection with the memorandum of Mr. Truitt 
dated March 26, 1938, which is in evidence as 
Plaintiffs’ Exhibit 71 (handing the document to 
the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 112. 

(Maritime Commission minutes of March 28, 
1938, heretofore identified as Document No. 
2-F-30, was accordingly marked and received 
in evidence as Defendants’ Exhibit No. 112.) 

[Defendants’ Exhibit 112 reads as follows:] 

PROCEEDINGS OF THE UNITED STATES 
MARITIME COMMISSION 

March 28, 1938. (Special Meeting) 

Present: Chairman Land, and Commissioners Mo¬ 
ran, Truitt, Wiley, and Woodward. 
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Also Present: Joseph R. Sheehan, Executive Di¬ 
rector; Knight G. Aulsbrook, Assistant to Commis¬ 
sioner; William Radner and Francis B. Goertner, 
of the staff of the Legal Division; D. E. Lawrence, 
Chief, Examining Section, Division of Finance; and 
W. C. Peet, Jr., Secretary. 

The Commission convened at 2:30 p.m., and ad¬ 
journed at 4:00 p.m. 

* * * * * 

Financial Situation of Dollar Steamship Lines 
Inc., Ltd. Pursuant to the Commission’s action of 
March 26, 1938, the Commission resumed discussion 
of the financial situation of the Dollar Steamship 
Lines Inc., Ltd. There was presented the following 
telegram, dated March 28, 1938, from Reginald S. 
Laughlin, which had been received in reply to the 
notification by the Executive Director of the Com¬ 
mission’s action on March 26, requesting a report 
on the recommendations offered by Commissioner 
Truitt at that time: 

“Govt NL Collect—San Francisco Calif 

1938 Mar 28 AM 4:37 

Jos Sheehan 

U S Maritime Commission Wash D C 

Strongly Of Opinion That Commission Should 
Immediately Clear Proposed Forms Of Resolutions 
Respecting Reduction Of Capital And Authoriza¬ 
tions Of Preferred Stock So Directors Immediately 
Can Take Action Thereon And Call Stockholders 
Meeting No Action By Company Can Become Final 
Until Stockholders Meeting Is Held And This 
Requires Fifteen Days Notice And In Interval 
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Commission Can Decide On Definite Program And 
Will Have Advantage Of Personal Report Of 
Messrs Houlihan And Wilcox Definitely Of Opinion 
That Commission Should Itself Perform All Acts 
Required Of It And Should Avoid Getting Itself 
In Position Where There Can Be Anv Possible 
Basis For Claim That Consummation Of Transac¬ 
tion Was Prevented By Commission Or Rendered 
Impossible Because Of Delays Chargeable To Com¬ 
mission. Commission Should Not Even Impliedly 
Concede That Its Deal With Dollar Company Car¬ 
ried Any Commitment Or Inference That Commis¬ 
sion Has Responsibility To See That Company 
Would Have Sufficient Cash To Make Contractual 
Payments To Trade Creditors And Am Apprehen¬ 
sive Of Consequences Of Commission Preventing 
Or Delaying Essential Action By Company. 

REGINALD S. LATJGHLIN.” 

It was pointed out that the Commission had al¬ 
ready taken the action necessary to permit the 
Directors of the Dollar Steamship Lines Inc., Ltd., 
to call a meeting of the stockholders. 

Commissioner Truitt suggested that there were 
two questions which the Commission had not de¬ 
cided upon—(1) working capital, and (2) payment 
of repair expenditures, and advocated immediate 
consideration of the second item. 

After further discussion, it was generally agreed 
that action on these matters should be deferred 
pending the return of Messrs. Houlihan and Wilcox 
from San Francisco, but that in the meantime every 
effort should be made to comply with the terms of 
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the Commission’s agreement with the Dollar Steam¬ 
ship Lines Inc., Ltd., as set forth in the letter of 
December 9, 1937, over Chairman Kennedy’s signa¬ 
ture. 

By the unanimous “yea” vote of the members of 
the Commission, the meeting adjourned at 4:00 p.m. 
A true record. 

/s/ W. C. PEET, JR., 

Secretary. 


Mr. Siegel: And I offer as the defendants’ ex¬ 
hibit next in order document 20-12 (handing the 
document to the deputy clerk): 

The Deputy Clerk: Defendants’ Exhibit No. 113. 

(The document heretofore identified as No. 
20-12 was accordingly marked and received in 
evidence as Defendants’ Exhibit No. 113.) 


[Defendants’ Exhibit 113 reads as follows:] 

October 7, 1938 

Mr. Keith R. Ferguson, 

Attorney at Law, 

311 California Street, 

San Francisco, Calif. 

Re: Dollar Steamship Lines Inc., Ltd. 

Dear Mr. Ferguson: 

I am enclosing herewith two copies of proposed 
final form of escrow instructions respecting ship 
mortgage notes required by section 15 of the escrow 
letter in the above matter. This document is in the 




v $. Emory S . Land, et al 


1967 


form previously approved by you, except that a 
description of the particular notes covered has been 
inserted in the instrument after the first paragraph 
thereof. 

Very truly yours, 


RSL :RM 
Ends. 


Mr. Siegel: In that connection, if the Court 
please, I will have to offer the stipulation [1724] 
which relates thereto, on page 116, paragraph 12 
of article 20 of the stipulation: 

“12. Document 20-12 is a true copy of a letter 
of October 7, 1938, from Reginald S. Laughlin to 
Keith R. Ferguson.’ 7 

The next one— 

“13. Document 20-13 is a true copy of a letter 
of October 9, 1938, from Reginald S. Laughlin to 
Keith R. Ferguson. 77 

And the next— 

“14. Document 20-14 is a true copy of a letter 
of October 9, 1938, from Reginald S. Laughlin to 
Keith R. Ferguson. 77 

And the next page, on page 117, paragraph 22: 

“22. Document 20-22 is a true copy of a letter 
of October 14, 1938, from Reginald S. Laughlin to 
Keith R. Ferguson. 77 

The documents to which I have just referred, 
and which I am about to offer in evidence on the 
basis of the stipulation I have just offered, are 
offered to complete our proof with reference to the 
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negotiations between Mr. Laughlin and Mr. Fergu¬ 
son. 

I offer document 20-13 as the defendants’ exhibit 
next in order (handing the document to the deputy- 
clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 114. 

(The copy of letter October 9, 1938, [1725] 
from Laughlin to Ferguson was accordingly 
marked and received in evidence as Defend¬ 
ants’ Exhibit No. 114.) 


[Defendants’ Exhibit 114 reads as follows:] 

October 9, 1938 

Mr. Keith R. Ferguson, 

311 California Street, 

San Francisco, California. 

Re: Dollar Steamship Lines Inc., Ltd. 
Dear Mr. Ferguson: 

I hand you herewith the following instruments 
which have been prepared in connection with the 
reorganization of the above company: 

(1) Five copies of Agreement Terminating the 
Management Agreement of June 23, 1936 required 
by paragraph 5 of the escrow letter, which should 
be executed so as to have four originals. 

(2) Five copies of Assignment and Option Agree¬ 
ment required by paragraph 4 of the escrow letter, 
which should be executed so as to have four origi¬ 
nals. 





vs. Emory S. Land, et al 


1969 


The above documents are in the form which has 
previously been approved by you. You will note 
that a representation that no assignments under 
the Management Agreement have been made other 
than the assignment of the rights of Dollar of Cali¬ 
fornia to Dollar of Delaware and under the agree¬ 
ment dated January 24, 1938, has been added in 
paragraph 3, on page 2, of the Agreement Ter¬ 
minating the Management Agreement. 

The form of the above documents has been ap¬ 
proved on behalf of all of the parties interested 
therein. I would, accordingly, appreciate it if you 
would have them duly executed by your respective 
clients as soon as possible, and then return them 
to me so that I may attend to having them executed 
by the other interested parties. 

Very truly yours, 


RSL :RM 
Ends. 


Mr. Siegel: I offer in evidence as the defendants’ 
exhibit next in order Document 20-14 (handing the 
document to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit 115. 

(The copy of letter October 9, 1938, Laughlin 
to Ferguson, was accordingly marked and re¬ 
ceived in evidence as Defendants’ Exhibit No. 
115.) 
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[Defendants’ Exhibit 115 reads as follows:] 

October 9, 1938 

Mr. Keith R. Ferguson, 

311 California Street, 

San Francisco, California. 

Re: Dollar Steamship Lines Inc., Ltd. 
Dear Mr. Ferguson: 

I hand you herewith the following instruments 
which have been prepared in connection with the 
reorganization of the above company: 

(1) Four copies of Assignment and Option 
Agreement required by paragraph 2 of the escrow 
letter, which should be executed in triplicate. 

(2) Four copies of Assignment and Option 
Agreement required by paragraph 3 of the escrow 
letter, which should be executed in triplicate. 

(3) Four copies of Assignment of Lease of prem¬ 
ises located at 514 West 6th Street, Los Angeles, 
California, required by paragraph 6 of the escrow 
letter, which should be executed in triplicate. 

(4) Four copies of Assignment of Lease of 
premises at 604 - 5th Avenue, New York City, 
required by paragraph 6 of the escrow letter, which 
should be executed in triplicate. 

(5) Four copies of Bill of Sale required by para¬ 
graph 7 of the escrow letter, which should be exe¬ 
cuted in triplicate. 

(6) Four copies of Modification of Lease of space 
in the Robert Dollar Building required by para¬ 
graph 9 of the escrow letter, which should be 
executed in triplicate. 
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(7) Three copies of Assignment of Lease of space 
in the Robert Dollar Building required by para¬ 
graph 10 of the escrow letter, which should be 
executed in duplicate. 

(8) Three copies of Release between Dollar 
Steamship Lines Inc., Ltd., and R. Stanley Dollar 
required by paragraph 16 of the escrow letter, 
which should be executed in duplicate. 

(9) Three copies of Mutual Release between Dol¬ 
lar Steamship Lines Inc., Ltd., and H. M. Lorber 
required by paragraph 17 of the escrow letter, 
which should be executed in duplicate. 

(10) Six copies of escrow instructions respecting 
ship mortgage notes required by paragraph 15 of 
the escrow letter, which should be executed so as 
to have five originals. 

All of the above documents are in the form which 
has previously been approved by you. You will note 
that page 22 of the Bill of Sale has been rewritten 
to include the six automobiles located in the foreign 
offices and a covenant by the officers and directors 
of the Robert Dollar Co. has been added at the 
end of the bill of sale; also in the escrow instruc¬ 
tions (Document No. (10) above) a description of 
the notes covered has been added. 

The form of all of the above documents has been 
approved on behalf of all of the parties interested 
therein. I would, accordingly, appreciate it if you 
would have them duly executed by your respective 
clients as soon as possible. All documents except 
the Bill of Sale and Modification of Lease of space 
in the Robert Dollar Building should be returned 
to me so that I may attend to having them executed 
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by the other interested parties. The Bill of Sale 
and Modification of Lease of space in the Robert 
Dollar Building should be delivered by you to the 
escrow holder. 

Very truly yours, 


RSL :RM 
Ends. 

P. S. The escrow instructions (Document No. 
10 above) should not be executed by your clients 
until after it is signed by the Commission. I have 
arranged to have the Commission sign the instru¬ 
ment, and, accordingly, I am only enclosing one 
copy of the form of the escrow instructions for you 
to examine. 

R. S. L. 


Mr. Siegel: And as the defendants’ exhibit next 
in order, I offer Document 20-22 (handing the docu¬ 
ment to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit 116. 

(The copy of letter October 14, 1938, Laugh- 
lin to Ferguson, was accordingly marked and re¬ 
ceived in evidence as Defendants’ Exhibit No. 
116.) 

Mr. Siegel: And if the Court please, if Your 
Honor will turn to page 37 of the stipulation, line 
4, paragraph P-60 of article 2: 

“Documents 2-P-86 to 2-P-90 are true copies of 
letters dated October 26, 1938, to American Trust 
Company from the persons who appear thereon as 
the signatories.” 
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And I offer as the defendants’ exhibit next in 
order Document 2-P-86 (handing the [1726] docu¬ 
ment to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit 117. 

(The copy of letter of October 26,1938, here¬ 
tofore identified as Document 2-P-86, was ac¬ 
cordingly marked and received in evidence as 
Defendants’ Exhibit No. 117.) 


[Defendants’ Exhibit 117 reads as follows:] 

United States Maritime Commission 
San Francisco, California, 

October 26, 1938. 

American Trust Company, 

464 California Street, 

San Francisco, California. 

Gentlemen: 

Please refer to “Escrow Instructions in Connec¬ 
tion with Adjustment Plan of Dollar Steamship 
Lines, Inc., Ltd.” dated October 25, 1938, and to 
an agreement executed on October 25, 1938, by Dol¬ 
lar Steamship Lines, Inc., Ltd.; Dollar Steamship 
Line; The Robert Dollar Co.; Admiral Oriental 
Line; Dollar Wharf & Warehouse Company; Dol¬ 
lar Terminal Steamship Company; R. Stanley Dol¬ 
lar, Keith R. Ferguson and Robert Dollar II, as 
Executors of the Estate of John Harold Dollar, 
also known as J. Harold Dollar, Deceased; H. M. 
Lorber; The Anglo-Califomia National Bank of 
San Francisco; Mortimer Fleishhacker; and the 
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United States Maritime Commission. 

The undersigned United States Maritime Com¬ 
mission interposes no objections to your ma kin g 
deliveries and otherwise proceeding as provided in 
said escrow instructions and agreement executed 
on October 25, 1938. 

UNITED STATES MARITIME COMMISSION, 
By /s/ PAUL D. PAGE, JR., 
Attorney-in-Fact. 


Mr. Siegel: And as the defendants 7 exhibit next 
in order, Document 2-P-87 (handing the document 
to the deputy clerk). 

The Deputy Clerk: Defendants 7 Exhibit No. 118. 

(The copy of letter October 26, 1938, hereto¬ 
fore identified as Document 2-P-87, was ac¬ 
cordingly marked and received in evidence as 
Defendants’ Exhibit No. 118.) 


[Defendants’ Exhibit 118 reads as follows:] 

San Francisco, California 
October 26, 1938 

American Trust Company 
San Francisco, California 

Gentlemen: 

Please refer to “Escrow Instructions in Connec¬ 
tion with Adjustment Plan of Dollar Steamship 
Lines Inc., Ltd.,” dated October 26, 1938. 

The undersigned interpose no objections to your 
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making deliveries and otherwise proceeding as pro¬ 
vided in said Escrow Instructions. 

Very truly yours, 

DOLLAR STEAMSHIP Line 
(California), 

# By /s/ KEITH R. FERGUSON, 

Its Attorney. 

THE ROBERT DOLLAR CO., 
By /s/ KEITH R. FERGUSON, 

Its Attorney. 

ADMIRAL ORIENTAL LINE, 
By /s/ KEITH R. FERGUSON, 

Its Attorney. 

R. STANLEY DOLLAR, 

By /s/ KEITH R. FERGUSON, 

His Attorney. 

H. M. LORBER, 

By /s/ KEITH R. FERGUSON, 

His Attorney. 

KEITH R. FERGUSON and ROBERT DOLLAR 
II as Executors of the Estate of J. Harold 
Dollar, Deceased, 

By /s/ KEITH R. FERGUSON, 

Their Attorney. 


Mr. Siegel: And as the defendants’ exhibit next 
in order, I offer Document 2-P-88 (han ding the 
document to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 119. 
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(The copy of letter October 26, 1938, hereto¬ 
fore identified as Document 2-P-88, was ac¬ 
cordingly marked and received in evidence as 
Defendants’ Exhibit No. 119.) 

[Defendants’ Exhibit 119 reads as follows:] 

Oct. 26, 1938 

American Trust Company 
San Francisco, California 

Gentlemen: 

Please refer to “Escrow Instructions In Connec¬ 
tion With Adjustment Plan of Dollar Steamship 

Lines Inc., Ltd.”, dated September-, 1938. 

The undersigned interpose no objections to your 
making deliveries and otherwise proceeding as pro¬ 
vided in said escrow instructions. 

Very truly yours, 

MORTIMER FLEISHHACKER, 
By LAWRENCE THARP, 
Attorney in Fact. 


Mr. Siegel: And as the defendants’ exhibit next 
in order, I offer Document 2-P-89 (handing the 
document to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit 120. 

(The copy of letter October 26, 1938, [1727] 
heretofore identified as Document 2-P-89, was 
accordingly marked and received in evidence as 
Defendants’ Exhibit No. 120.) 
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[Defendants’ Exhibit 120 reads as follows:] 

Oct. 26,1938 

American Trust Company 
San Francisco, California 

Gentlemen: 

Please refer to “Escrow Instructions In Connec¬ 
tion With Adjustment Plan of Dollar Steamship 
Lines Inc., Ltd.”, dated September , 1938. 

The undersigned interpose no objections to your 
making deliveries and otherwise proceeding as pro¬ 
vided in said escrow instructions. 

Very truly yours, 

ANGLO CALIFORNIA 
NATIONAL BANK 
By Lawrence Tharp 

Attorney in Fact. 


Mr. Siegel: And as the defendants’ exhibit next 
in order, I offer Document 2-P-90 (handing the docu¬ 
ment to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 121. 

(The copy of letter October 26, 1938, hereto¬ 
fore identified as Document 2-P-90, was accord¬ 
ingly marked and received in evidence as De¬ 
fendants’ Exhibit No. 121.) 
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[Defendants’ Exhibit 121 reads as follows: 

[Dollar Steamship Lines Letterhead] 

San Francisco, California 
October 26,1938. 

American Trust Company 
San Francisco, California 

Gentlemen: 

Please refer to “Escrow Instructions in Connec¬ 
tion with Adjustment Plan of Dollar Steamship 
Lines Inc., Ltd.” dated October 25,1938. The under¬ 
sized interposes no objections to your making de¬ 
liveries and otherwise proceeding as provided in said 
escrow instructions. 

Very truly yours, 

DOLLAR STEAMSHIP LINES 
INC., LTD. 

By ARTHUR B. POOLE 
Vice President 

Attest: 

/s/ D. T. BUCKLEY 
Secretary. 


Mr. Siegel: If the Court please, the documents 
which are Defendants’ Exhibits 117 to 121 are the 
documents which I referred to previously but did not 
have at hand at that time, in which it is stated by each 
of the parties there listed that they interposed no 
objection to the delivery by the escrow agent of docu¬ 
ments placed in escrow by the parties entitled thereto. 

And I offer now, if the Court please, on page 89 of 
the stipulation, paragraph 10 of article 10: 
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“10. Document 10-10 is a true copy of a letter 
sent by Mr. R. Stanley Dollar to Mr. Laughlin on 
July 13, 1938. The suggested ‘Adjustment Plan’ re¬ 
ferred to in said letter is Document 2-P-57 hereof.” 

Document 2-P-57, if Your Honor please, is Plain¬ 
tiffs’ Exhibit 123. [1728] 

I now offer as the defendants’ exhibit next in order 
Document 10-10 (handing the document to the dep¬ 
uty clerk). 

The Deputy Clerk: Defendants ’ Exhibit 122. 

Mr. Siegel: Which is a letter from Mr. Dollar to 
Mr. Laughlin concerning the suggested release of him 
from his guarantee given to the insurance company 
in 1934, that guarantee already being in evidence. 

(The copy of letter July 13, 1938, Dollar to 
Laughlin, heretofore identified as Document 
10-10, was accordingly marked and received in 
evidence as Defendants’ Exhibit No. 122.) 

[Defendants’ Exhibit 122 reads as follows:] 

[Dollar Steamship Lines Letterhead] 

San Francisco, California 
July 13,1938 

Mr. Reginald S. Laughlin 
Special Counsel, United States Maritime 
Commission 
Standard Oil Building 
San Francisco, California 

Dear Mr. Laughlin: 

In conformity with our telephone conversation this 
afternoon, this is to give you information concerning 
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my guarantee to The London Steam Ship Owners’ 
Mutual Insurance Association Ltd. 

All our ships are entered in this Association in 
both the protecting and indemnity classes. We have 
been doing business with these people for well over 
30 years and our relations with them have always 
been upon a most friendly and satisfactory basis. 
They have always dealt with us liberally and we have 
never had any difficulty in collecting our claims from 
them. 

When we purchased our “President Liners” from 
the United States Shipping Board, they looked into 
this matter because we were required to carry both 
hull and P.&I. insurance in form satisfactory to 
them. They approved the entry of these “President 
Liners" in the London Steam Ship Owners’ Mutual 
Insurance Association Ltd., both because of our very 
satisfactory previous relations with this Association 
and also because of the difficulty in placing such a 
large amount of P.&I. insurance in the limited Amer¬ 
ican market. The Shipping Board, however, took ex¬ 
ception to a clause in the rules of the Association 
under which the Shipping Board considered the As¬ 
sociation could cancel our entries retroactively in the 
event of failure to pay our contributions. This is be¬ 
cause the London Steamship Owners’ Mutual Insur¬ 
ance Association Ltd. is a mutual association. 

To comply with the desires of the Shipping Board, 
we requested the Association to delete, with respect 
to our entry, the clause to which the Shipping Board 
objected. Messrs. Bilbrough, the manager, replied 
that they desired to cooperate with us and with the 
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Shipping Board, but inasmuch as theirs is a mutual 
association they could not change such a clause for 
the benefit of one member and as a solution of the 
difficulty they suggested that we file with them a bond 
that would protect them in event of our failure to pay 
our contributions. We accordingly filed such a bond 
with the Fidelity and Deposit Company of Maryland 
as surety, dated July 10, 1931. After this bond had 
been in effect two or three years, the Fidelity and 
Deposit Company requested that they be relieved 
from the bond because they felt that it was not quite 
in keeping with the class of business they liked to 
handle. Accordingly, on February 20,1934,1 gave the 
Association my personal guaranty of the payment of 
all entry fees, calls and other assessments that might 
be due from our company. I am sending you, here¬ 
with, copy of this guarantee. It is still in effect, and 
now, in view of the conditions under which we are 
trying to reach an agreement with the United States 
Maritime Commission, feel I should be relieved from 
this personal guarantee. 

It appears to me that all that is necessary is for the 
United States Maritime Commission to notify Bil- 
brough that they are agreeable to restoration of the 
retroactive cancellation clause with respect to our 
entry. In order that you may be able to read the 
clause in question, am sending you, herewith, copy of 
the rules of the Association and believe the clause in 
question appears on Page 36. 

Shall appreciate if you will kindly arrange in some 
way so that I may be relieved from this personal 
guarantee and hope you will kindly let me know how 
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you think this can be accomplished. 

Note from copy of your suggested “ Adjustment 
Plan" which you sent me July 12th, that you have, 
in Item 14, mentioned the agreement between Dollar 
of Delaware and Matson Navigation Co. and pro¬ 
vided that Dollar of Delaware will agree to hold me 
harmless by reason of any personal guarantee given 
in connection with this agreement. There is a ques¬ 
tion in my mind as to whether such a release from 
Dollar of Delaware would be fully effective and re¬ 
quest you to give this matter a little further consid¬ 
eration in order to make sure that all parties except 
Dollar of Delaware are fully released from this 
agreement with Matson. 

Of course, there is the possibility that as result of 
hearings they have conducted, the Maritime Commis¬ 
sion may decide that this agreement should be de¬ 
clared null and void on the grounds that it is not in 
the public interest. Such action would of course dis¬ 
pose of the question, but in the event the agreement 
is continued in effect, feel all our interests should be 
released except only Dollar of Delaware or their suc¬ 
cessors, which would be the company actually oper¬ 
ating the ships in question. 

Yours very truly, 

R. STANLEY DOLLAR 
R. Stanley Dollar 


Mr. Siegel: And the paragraph 12 on page 89 of 
the stipulation: 

“12. Document 10-12 is a true copy of a letter 
dated August 11,1938, from Mr. Hugo M. Lorber, as 
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vice president of The Robert Dollar Company, to Mr. 
Laughlin. The handwritten notation thereon is in the 
handwriting of Mr. Keith R. Ferguson.” 

And I offer in evidence Document 10-12 as the de¬ 
fendants ’ exhibit next in order (handing the docu¬ 
ment to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit 123. 

(The copy of letter August 11, 1938, [1729] 
Lorber to Laughlin, heretofore identified as Doc¬ 
ument 10-12, was accordingly marked and re¬ 
ceived in evidence as Defendants’ Exhibit No. 
123.) 


[Defendants’ Exhibit 123 reads as follows:] 

San Francisco, California 
August 11, 1938 

Mr. Reginald S. Laughlin 
Special Counsel, United States 
Maritime Commission 
Standard Oil Building 
San Francisco, California 

Dear Mr. Laughlin: 

The Directors of The Robert Dollar Co., at a meet¬ 
ing called for the purpose of authorizing the execu¬ 
tion of the proposed Agreement Respecting Adjust¬ 
ment Plan of Dollar Steamship Lines Inc. Ltd. have, 
by resolution, authorized the transfer to Dollar 
Steamship Line (California) of all of the office equip¬ 
ment, furniture, furnishings, fixtures and automo¬ 
biles set forth and described in the letter addressed 
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to you by Dollar Steamship Line (California) dated 
August 10, 1938. 

The Directors of The Robert Dollar Co. wish to 
advise that the foregoing is all of the property re¬ 
ferred to in Paragraph 9 of the Agreement Respect¬ 
ing Adjustment Plan of Dollar Steamship Lines Inc. 
Ltd., which is to be transferred to Dollar Steamship 
Lines, Inc. Ltd. It consists of all of that particularly 
described property located in office space now under 
sub-lease by Dollar of Delaware. 

The property excluded in San Francisco is located 
on the Tenth Floor of the Robert Dollar Building 
which is not covered by the lease from the owners to 
The Robert Dollar Co. dated April 1, 1937. 

The property excluded in the Shanghai office con¬ 
sists of property of the same executive nature as that 
excluded in the San Francisco offices on the Tenth 
Floor, and is located in the Robert Dollar Building 
in Shanghai, China, west of the elevators on the 
Seventh Floor. [Note: The italic word “west” is in 
handwriting and was substituted for the typed word 
“east/' The initials “KRF ,? appear in the margin.] 

There must be an understanding prior to the exe¬ 
cution of the Agreement specifically as to the prop¬ 
erty to be transferred so that no misunderstandings 
or questions may be raised hereafter as to what prop¬ 
erty shall be transferred under the proposed Agree¬ 
ment. 

Very truly yours, 

THE ROBERT DOLLAR CO. 

Bv H. M. Lorber 
Vice Pres. 
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Mr. Siegel: If the Court please, in view of the 
statement by the Court as to the status of the docu¬ 
ments attached to the first Blue Book, I wash to offer 
in evidence certain documents listed in that docu¬ 
ment. First I ask Your Honor to receive in evidence 
Document V-G-2, appearing on page 252, and I want 
to read one sentence from that, if the Court please. 
The Court: What does it relate to ? 

Mr. Siegel: The letter of January 7, 1938, to 
which Mr. Dollar has testified, if the Court please— 
“The secretary presented and read to the meeting 
letter dated January 7,1938, addressed to Mr. Joseph 
P. Kennedy, Chairman of the United States Mari¬ 
time Commission, on behalf of this corporation and 
signed by Mr. R. Stanley Dollar, president, and Mr. 
H. M. Lorber, vice president. 

4 'On motion of Mr. H. Fleishhacker, seconded by 
Mr. William Baumgarten, the letter was approved 
and ordered spread on the minutes of the meeting.” 

And then, if the Court please, Document V-G-6, 
appearing on page 268, and from that document, if 
the Court please, I want to read the para- [1730] 
graph numbered 1 on page 268, after "Resolved”— 
"That the secretary be and he hereby is authorized 
and instructed to spread upon the minutes of this 
meeting the following as corrections to the minutes of 
said meeting held January 10,1938”— 

Which, if Your Honor please, is Document V-G-l— 
"1. That the paragraph immediately following 
the statement of directors present and absent at the 
Directors’ meeting of January 10, 1938, be changed 
to read as follows: 
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“ ‘There was also in attendance at the meeting Mr. 
Knight Aulsbrook, one of the attorneys representing 
the United States Maritime Commission, and Mr. 
Irving H. Frank, counsel for the company/ ” 

And now, if the Court please, on page 281, I ask 
Your Honor to receive in evidence Document VI-A, 
which is the opinion of Mr. Irving H. Frank con¬ 
cerning the matters referred to in that document. 

Mr. Harrison: What is the purpose of that offer? 
—may I ask counsel ? 

Mr. Siegel: To show that counsel, Mr. Frank, 
passed on the documents referred to. 

The Court: These documents referred to did not 
subsequently become part of the main agreement in 
dispute, did they? [1731] 

Mr. Siegel: No, Your Honor. 

The Court-: I am having difficulty in excluding 
legal opinions. I don ? t want them. 

Mr. Siegel: Very well, Your Honor. Is this docu¬ 
ment excluded ? 

The Court: Yes. 

Mr. Siegel: Very well. I am somewhat at a loss to 
indicate how. I suppose the record will merely show 
the document marked VI-A of the first Blue Book 
was excluded. 

The Court: The record will show the proffer re¬ 
lating to Document VI-A of the first Blue Book, 
being the opinion of Irving Frank, Esquire, was ex¬ 
cluded. It is immaterial. If it had anything to do with 
whether or not it might reflect some knowledge upon 
the part of Mr. Dollar or Mr. Lorber or the corpora¬ 
tion with reference to the purport of the instrument 
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of August 15, 1938, I might admit it; but it has no 
bearing. 

Mr. Siegel: If the Court please, merely to identify 
a document which is frequently referred to in many 
of the plans submitted and approved by the Commis¬ 
sion, or passed upon by the Commission, namely, the 
agency agreement between Dollar Steamship Lines 
and thereafter their successor agency, Dollar of Dela¬ 
ware, I ask that that Document V-A, appearing on 
page 155 of the first Blue Book be received. 

My sole purpose in offering this is to identify the 
document by reference. It is mentioned in the second 
Blue Book, the first Blue Book, and many of the 
documents before the Commission. 

Now, if the Court please, to complete my showing 
on a subject which Your Honor has ruled to be irrele¬ 
vant, but just to make my record, I now offer as bear¬ 
ing on the issue of the disposition of the intercom¬ 
pany debt paragraphs 1, 3, 5, 7, 8, and 9 of article 12 
of the stipulation. I assume that that will be subject 
to Your Honor’s ruling. 

The Court: Your assumption is correct, Mr. Sie¬ 
gel. 

Mr. Siegel: And may the reporter be requested to 
type in the paragraphs, to show that they have been 
offered, Your Honor, and excluded? 

Mr. Harrison: The record shows the stipulation. 

The Court: It refers to the specific part of the 
stipulation, and the stipulation is made part of the 
pleadings. 

Mr. Siegel: But it is specifically stated, Your 
Honor, it is no part of the record until offered. 

The Court: Now, what are you referring to ? 
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Mr. Siegel: On page 96, if the Court please, article 

12 . 

The Court: What paragraphs? 

Mr. Siegel: 1, 3, 5, 7, 8, and 9, which are merely 
intended to show that the intercompany debts were 
owing by certain designated affiliates and arose out 
of certain kinds of transactions. [1733] 

We offer it just because the plaintiffs have made 
an issue of the intercompany debts, and we are per¬ 
fectly happy to acquiesce in Your Honor’s ruling 
that it is irrelevant. 

And I offer this statement, if Your Honor please, 
to show the interest of the plaintiffs in the Dollar of 
Delaware up to the time they transferred the common 
stock to the Maritime Commission. That is para¬ 
graph 11 of article 12. That reads as follows: 

"‘During the years 1929 to 1938, inclusive, other 
than the changes stated in article 5 of this stipula¬ 
tion, there were no substantial changes in the owner¬ 
ship of the stock of Dollar of Delaware except by way 
of inheritance/’ 

The Court: How material is that ? At the time this 
alleged stock transaction occurred, 92 per cent of the 
stock was controlled by the parties plaintiff. Is that 
right ? 

Mr. Siegel: That is correct, Your Honor. 

The Court: Excluded. 

Mr. Siegel: Very well. 

If the Court please, I now offer in evidence, on 
page 64, of the stipulation, line 1, paragraph J-l of 
article 6 of the stipulation. Do you have the page. 
Your Honor? 

The Court: I have page 64. 
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Mr. Siegel: Page 64, line 1: [1734] 

“1. February 23, 1938: The lowest bid on the 
repairs to the S.S. President Wilson was $194,000 
and the work would take over 40 days; required 
alterations on crew’s quarters were costing the com¬ 
pany valuable cargo space; required 4 repairs’ would 
cost the company about $1,000,000, exclusive of over¬ 
time; the repairs for the then contemplated eight- 
ship program had been estimated in January 1938 
at $560,000.” 

If Your Honor please, it should be added to that, 
there should be added to that, the paragraph preced¬ 
ing, on page 63, which has been offered in the tran¬ 
script at 452, making the statement I have read evi¬ 
dence of the matter asserted. 

The Court: That is already in, isn’t it? 

Mr. Siegel: Not the paragraph I read, Your 
Honor. 

Mr. Lasky: All of this was superseded by our 
later stipulation. 

Mr. Siegel: Oh, no. This is exactly where it 
stands, Mr. Lasky. It has not been altered by any evi¬ 
dence, I will show—in the argument, not now. 

And now, if the Court please, as bearing on the 
issue, the allegation of the defense that the claim is 
barred by the statute of limitations, we offer in evi¬ 
dence the document 2-E-13-A. 

Mr. Harrison: To which we object upon [1735] 
the ground that the facts with reference to the pay¬ 
ment of the debt have been fully proved and estab¬ 
lished by stipulation, and the report made to the di¬ 
rectors of Dollar of Delaware concerning that par- 
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ticular subject, and not communicated to any party 
or predecessor, and that is therefore irrelevant. 

Mr. Siegel: Any stockholders still retaining a cer¬ 
tain amount of the stock had a right, under the ap¬ 
plicable statutes and were able to examine the min¬ 
ute books at any time. 

The Court: You don’t have to offer any evidence 
to support a proposition of law, do you? 

Mr. Siegel: No, Your Honor. I want to show if 
they had exercised their legal right, or invoked it, 
they could have readily established the status of the 
repayment of the debt, because it was recorded on the 
minute book of APL and they had access to inspect 
them. 

Mr. Harrison: To which we say there is no rule of 
law that the mere fact that information is set forth 
on minute books is notice to any parties of the facts 
therein contained. 

Mr. Siegel: Unless there has been some improper 
act in the suppression of the evidence. 

Mr. Harrison: It is a pure question of law which 
we are prepared to argue at the proper time. 

The Court: I should assume so. 

Mr. Siegel: If the Court please, this particular 
statement merely shows that far from their [1736] 
being any suppression of the evidence from which 
Mr. Dollar could have determined whether a cause 
of action had arisen, the evidence was readily avail¬ 
able to him, had he asked to see it. I do not claim and 
will not claim that the mere fact that the information 
is set forth on minute books is, per se, notice to him 
of the facts therein contained. I make no such conten¬ 
tion. It would be obviously untenable. 
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The Court: Then why not argue that later ? 

Mr. Siegel: I couldn’t, without this, Your Honor. 

The Court: What does that show? 

Mr. Siegel: That the debt on the 502’s and the 
535’s had all been repaid. And this shows that the 
fact of repayment was recorded on a document which 
Mr. Dollar contemporaneously could have inspected 
if he had wished to do so. 

Mr. Harrison: Concededly it could have been 
shown by the books of the company, and I don’t see 
what we need this for. 

The Court: It is conceded it could be shown on the 
books of account of the corporation. 

Mr. Siegel: Which were accessible to him on de¬ 
mand. 

Mr. Harrison: The accessibility is a matter of 
law; and whatever the law is, I will argue that at the 
proper time. 

Mr. Siegel: I thought Mr. Harrison just said that 
he had a right to look at them. 

The Court: He said if he was permitted [1737] 
to examine them either by right or permissiveness 
on the part of the corporation, it could have been 
ascertained. 

Mr. Siegel: If the Court please, there is much 
less doubt as to the minutes. There is some doubt, 
although Mr. Harrison may deny it, as to whether 
a stockholder may have access to the books and 
records. But there is no doubt that he may look at 
the minute books at any time. 

Well, I will offer it, if the Court please. 

The Court: Admitted. 

The Deputy Clerk: Defendants’ Exhibit 124. 
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(Document 2-E-13-A was accordingly marked 
and received in evidence as Defendants’ Ex¬ 
hibit Xo. 124.) 


[Defendants’ Exhibit 124 reads in part as 
follows:] 

* * * * # 

Payment, Balance of Ship Mortgages 
502’s, $103,997.50 

Mr. Poole reported the delivery to the Maritime 
Commission in Washington July 23rd of an order 
of withdrawal on this company’s funds in the sum 
of $103,997.50 which discharges the remaining bal¬ 
ance of the ship mortgages on the 502’s. He re¬ 
ported the remaining old indebtedness of the com¬ 
pany as follows: 

$3,359,112.00 being the first mortgage on the SS 
President Coolidge, of which $279,926.00 is due this 
year. 

$736,702.47 being a first blanket mortgage and 
the remaining balance owing of new money bor¬ 
rowed in 1938, of which none is due this vear. 

$256,100.00 3% debentures of 1947, sinking fund 
payment of $32,750.00 due this year. 

$1,495,322.97 to the Anglo Bank of which $125,- 
000.00 is due this year. 

Concerning the last named item Mr. Poole re¬ 
ported a discussion with Mr. Paul Hoover repre¬ 
senting the Anglo Bank in which the feasibility of 
realigning that indebtedness was explored and the 
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possibility of paying the same out of our Capital 
Reserve Fund was indicated. 


Mr. Siegel: And for the same purpose, docu¬ 
ment 2-E-19. 

Mr. Harrison: Same objection. 

The Court: Same ruling. 

The Deputy Clerk: Defendants 7 Exhibit 125. 

(Document 2-E-19 was accordingly marked 
and received in evidence as Defendants 7 Exhibit 
No. 125.) 

* * * * * 

Mr. Siegel: If the Court please, merely [1739] 
to qualify certain testimony offered by Mr. Hall 
with respect to the profits or losses of the company 
between 1931 and 1937, I offer in evidence Docu¬ 
ment 2-K-l, 2-K-2 and 2-K-3, relating to the profit 
or loss in the years 1929, 1930, and 1931, respec¬ 
tively, of Dollar of Delaware, as the defendants 7 
exhibits next in order (handing the documents to 
the deputy clerk). 

The Deputy Clerk: Document 2-K-l is Defend¬ 
ants 7 Exhibit 126. 

Document 2-K-2 is Defendants 7 Exhibit 127. 

Document 2-K-3 is Defendants 7 Exhibit 128. 

(The documents 2-K-l, 2-K-2 and [1740] 
2-K-3 were accordingly marked and received 
in evidence as Defendants 7 Exhibits 126, 127 
and 128, respectively.) 



1994 


R. Stanley Dollar, et al 


[Defendants' Exhibit 126 reads in part as 

follows:] 

# * • • * 

Net Income Before Provision for Federal Income Tax....$368,547.63 
Surplus Credit—Consumable Stores on Steamships 
Acquired . 120,841.54 

Gross Surplus.$489,388.17 

Profit and Loss Charge—Provision for Federal Income 
Tax for the Year Ended December 31, 1929 (com¬ 
pany’s estimate) . 47,775.75 

Surplus. December 31, 1929 .$441,613.42 


[Defendants' Exhibit 127 reads in part as 
follows:] 


* * * * ii- 

Net Income .$208,423.55 

Surplus. January 1, 1930... 441,613.42 

Profit and Loss Credits: 

Adjustment of provision for 1929 Fed¬ 
eral income tax, per company’s esti¬ 


mate ....$23,002.21 

Adjustment of interest expense on cost of 
construction of hulls No. 339 and No. 

340 for the five months ended Decem¬ 
ber 31, 1929 ....... 3,760.00 

Adjustment of provision for depreciation 
for the five months ended December 

31. 1929. net. 12,116.97 

Adjustments to completed voyages for the 
five months ended December 31, 1929, 
net . 18,935.94 


Total. 57,815.12 

Gross Surplus . 707,852.09 

Profit and Loss Charge—Paris Office Expense for 
October and November, 1929. 2,719.06 

Surplus. December 31, 1930. $705,133.03 




















vs. Emory S. Land, et al 


1995 


[Defendants’ Exhibit 128 reads in part as 
follows:] 


* * * * * 

Net Income .S 17,953.95 

Surplus, January 1,1931. 705,133.03 

Surplus Credit—Adjustment of Rental, Port Area 

Property, Manila, P. 1. 757.94 


Gross Surplus.$723,844.92 

Surplus Charge—Delaware State Franchise Tax, 

Year 1930 . 9,225.00 


Surplus, December 31, 1931.$714,619.92 


* * * * * 

Mr. Siegel: If the Court please, [1742] Plain¬ 
tiffs have offered in evidence Documents 23-2 and 
4, which are Commission resolutions authorizing 
Mr. Mausshardt to submit proxies at the meetings 
of the American President Lines, at certain stipu¬ 
lated times identified in the stipulation, November 
28 and 30, 1940, I believe. We desire to offer it to 
complete the record and to show the copies of the 
proxies actually submitted by Mr. Mausshardt. 

I will now offer those documents, being 23-1 and 
23-3, as the defendants’ exhibits next in order, to 
be separately marked (handing the documents to 
the deputy clerk). 

The Deputy Clerk: Document 23-1 is Defend¬ 
ants’ Exhibit 129. 

23-3 is Defendants’ Exhibit 130. 

(The two documents identified as 23-1 [1743] 
and 23-3 were accordingly marked and received 
in evidence as Defendants’ Exhibits 129 and 
130, respectively.) 
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[Defendants’ Exhibit 129 reads as follows:] 

DOLLAR STEAMSHIP LINES INC., LTD. 

Proxy For Special Meeting of Stockholders 
To Be Held at San Francisco, California, 

On November 18th, 1938 

Know All Men By These Presents, that the under¬ 
signed being the owner of certain shares of stock 
of Dollar Steamship Lines Inc., Ltd., a Delaware 
corporation, hereby does constitute and appoint E. 
C. Mausshardt, its true and lawful attorney, in the 
name, place and stead of the undersigned, to vote 
the stock standing in the name of the undersigned, 
as its proxy at the Special Meeting of Stockholders 
of said corporation to be held at the office of the 
corporation at No. 311 California Street, in the 
City and County of San Francisco, State of Cali¬ 
fornia, on the 18th day of November, 1938, at 3:00 
o'clock in the afternoon, and on such other day as 
the meeting may thereafter be held by adjournment 
from time to time or otherwise, according to the 
number of votes the undersigned is now or may then 
be entitled to vote, hereby granting to said attorney 
full power and authority to act for and in the name 
of the undersigned at said meeting or meetings 
but only for the purposes and in the manner here¬ 
inafter set forth, namely: 

1. To vote in favor of a proposal that the Certifi¬ 
cate of Incorporation of this Corporation be amen¬ 
ded. in accordance with a declaration of the ad¬ 
visability of such amendment by the Board of Di- 
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rectors of this Corporation, by striking out Article 
“First” thereof, reading as follows: 

i First: The name of the Corporation is Dollar 

Steamship Lines Inc., Ltd.” 

and inserting in the place and stead and in lieu 
thereof the following: 

“First: The name of the Corporation is Amer¬ 
ican President Lines, Ltd.” 

2. To adopt, ratify, approve and confirm acts 
and transactions of the officers and directors of this 
Corporation, done, taken, or entered into on or 
prior to October 26, 1938, in connection with the 
consummation of the “Agreement Respecting Ad¬ 
justment Plan of Dollar Steamship Lines Inc., 
Ltd.”, dated August 15, 1938, and the supplemental 
agreement dated August 19, 1938; and in connec¬ 
tion with the loans obtained by this Corporation 
from the Reconstruction Finance Corporation and 
the United States Maritime Commission in the re¬ 
spective sums of $2,500,000.00 and $2,000,000.00. 

3. Upon the accomplishment of the foregoing 
purposes to cause the said meeting to be adjourned 
sine die; all as fully as the undersigned could do 
if present, hereby ratifying and confirming all that 
said attorney may lawfully do in the name, place 
or stead of the undersigned. 

In Witness Whereof, the undersigned has exe¬ 
cuted this proxy this 15th day of November, 1938. 

UNITED STATES MARITIME COMMISSION, 

(Seal) By /s/ THOMAS M. WOODWARD, 

Vice Chairman. : 
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Attest: 

/s/ RUTH GREENE, 

Assistant Secretary. 
Approved as to form: 

/s/ BON GEASLIN, 
General Counsel. 


[Defendants' Exhibit 130 reads as follows:] 
AMERICAN PRESIDENT LINES, INC. 

Proxy For Special Meeting of Stockholders 
To Be Held at San Francisco, California, 

On December 30, 1940 

Know All Men By These Presents, that the under- 
signed being the owner of certain shares of stock of 
American President Lines, Ltd., a Delaware corpora¬ 
tion, hereby does constitute and appoint E. C. Mauss- 
hardt its true and lawful attorney in the name, 
place and stead of the undersigned, to vote the 
stock standing in the name of the undersigned, as 
its proxy at the Special Meeting of Stockholders 
of said corporation to be held at the office of the 
corporation at No. 311 California Street, in the city 
and county of San Francisco, State of California, 
on the 30th day of December, 1940, at 10:00 o’clock 
a.m., and on such other day as the meeting may 
thereafter be held by adjournment from time to 
time, or otherwise, according to the number of votes 
the undersigned is now or may then be entitled to 
vote, hereby granting to said attorney full power 
and authority to act for and in the name of the 
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undersigned at said meeting or meetings, but only 
for the purposes and in the manner hereinafter 
set forth, namely: 

1. To elect Messrs. Henry Frick, M. J. Buckley, 
and Hugh Mackenzie as directors to unfilled posts 
on the Board of Directors. 

2. To elect Hon. Henry F. Grady President and 
Director to fill the existing vacancy in the office of 
President. 

3. To vote for the concluding of a contract of 
employment with Hon. Henry F. Grady as Presi¬ 
dent. The contract shall embrace the following 
terms: 

(a) The President shall be required to devote his 
full time to the company’s affairs; 

(b) The President shall receive a salary which 
shall not exceed $25,000 per annum within the 
limitations of Section 805(c) of the Merchant Ma¬ 
rine Act, 1936. 

(c) The President’s term of employment under 
his contract shall not extend beyond five years; 

(d) Other terms and conditions which shall be 
satisfactory to the directors. 

4. Upon the accomplishment of the foregoing, to 
cause the said meeting to be adjourned sine die; 
all as fully as the undersigned could do if present, 
hereby ratifying and confirming all that said at¬ 
torney may lawfully do hereunder in the name, 
place, or stead of the undersigned. 
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In Witness Whereof, the undersigned has exe¬ 
cuted this proxy this 27th day of December, 1940. 


UNITED STATES MARITIME COMMISSION, 
(Seal) Bv /s/ E. S. LAND, 

Chairman. 


Attest: 

/s/ (Illegible.) 

Assistant Secretary. 


Approved as to form: 

/s/ CARL F. FARBACH, 
General Counsel. 


**•*■*•* 

Mr. Siegel: On the question of the benefits re¬ 
ceived by the plaintiffs, as we allege, I offer in 
evidence the sentence beginning at the bottom of 
page 26 of the stipulation, line 31, from paragraph 
0-2-C, article 2 of the stipulation, as follows: 

‘Document 14-A was delivered to Dollar of Dela¬ 
ware on October 26, 1938. 7 ’ 

If Your Honor please, Document 14-A, in the 

second Blue Book, is the subsidy agreement. 

-•**-** 

Mr. Siegel: Then, if the Court please, to [1744] 
identify and make clear for the record, which is 
already perfectly clear, or should be, that the 
Truitt Report appearing in the second Blue Book, 
are the documents which are Documents 2-G-10, 
11, and 12, I would like to read the sentence ap¬ 
pearing— 

The Court: Everything in the second Blue Book 
is in. 
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Mr. Siegel: That is correct. 

The Court: Everything in there, pro or con, is 
in. 

Mr. Siegel: I merely wanted to identify by the 
stipulation that the documents offered by the plain¬ 
tiffs and received by the Court are the same as 
those in the Blue Book, that is all, without Your 
Honor having to make a comparison. 

“Document 2-G-ll, as it appears in that report,” 
namely, the report adopted by the Commission Sep¬ 
tember 27, 1938, “is set forth at pages 12 [1745] 
to 14 of Exhibit F to the defendants’ answer.” 

“Document 2-G-10, as it appears in said report, 
follows in said Exhibit F. to the defendants’ answer, 
at page 14 to 52.” 

* * * * * 

Mr. Siegel: Very well, Your Honor. [1747] 

At page 54 of the stipulation, there is a para¬ 
graph I did omit to offer, and this has some legal 
significance with reference to the adjustment plan— 
paragraph 19: 

“Before delivery by the escrow agent of any of 
the certificates or assignment and option agreements 
above referred to to the attorney-in-fact of the 
Commission, Dollar of Delaware affixed Federal 
transfer stamps thereto while in the possession of 
the escrow agent, and the cost of said stamps was 
assumed and paid by Dollar of Delaware.” 

And the last paragraph, 35, of article 5 of the 
stipulation, page 60: 

“The deliveries into and out of escrow referred 
to in paragraphs 14, 15, 16, and 18 above took place 
as part of one and the same closing transaction.” 
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And on page 67, paragraph P-1 of article 6 of 
the stipulation, as follows: 

“P. The following statement appearing in the 
minutes of the board of directors of Dollar of Dela¬ 
ware on June 13, 1938, may be taken as evidence 
of the matters stated, as follows: 

“1. Mr. Poole, prior to the meeting of June 13, 
1938, had talked by telephone to Mr. Aulsbrook of 
the Legal Staff of the United States Maritime 
Commission regarding the three questions [1748] 
mentioned by the president of Dollar of Delaware, 
R. Stanley Dollar, as shown in said minutes of 
June 13, 1938, to-wit: The ratio of current assets 
to current liabilities, the building program, and the 
New York-Penang route, and Mr. Aulsbrook had 
informed Mr. Poole that he was of the opinion 
that all three points in controversy could probably 
be ironed out to the satisfaction of Dollar of Dela¬ 
ware; Mr. Aulsbrook also said the New York- 
Penang service had not been discussed by the Com¬ 
mission; he thought the Commission would be agree¬ 
able to taking favorable action with regard to it. 
Mr. Poole reported this conversation to the Board 
of Directors at the meeting of June 13, 1938, as 
shown by said minutes, and did so before the tele¬ 
phone conversation with Mr. Aulsbrook referred 
to below.” 

That is, in paragraph P-2 of the same article. 
The significance of that will be pointed out in the 
argument. 

If Your Honor please, I will now offer the re¬ 
maining parts, such parts of article 22 as were not 
offered by the plaintiffs: 
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First, on page 127 of the stipulation, paragraph 
16(b) of article 22, as follows: 

“(b) Paragraphs 8 and 9 of the operating-dif¬ 
ferential subsidy agreement”— 

Mr. Harrison: May I ask the relevancy of this? 

Mr. Siegel: Simply to show that the [1749] 
requirements of the Maritime Commission with re¬ 
spect to repair standards were in accordance with 
the general standards applied by the Commission, 
and not especially designed as discriminatory mea¬ 
sures against Dollar of Delaware. 

Mr. Harrison: We didn’t say they were. 

The Court: I didn’t understand that that is the 
contention. So, if it is not, and it is admitted now 
that it is not, how relevant is this? 

Mr. Siegel: They have at least sought to [1750] 
suggest that the Commission’s standards were par¬ 
ticularly severe, and they have sought to draw an 
inference which, when added to other evidence of¬ 
fered, would show there was something particularly 
onerous as to the Commission’s requirements in 
connection with the Dollar Lines. 

The Court: Excluded. 

Mr. Siegel: And this I would like to read as 
an offer, if the Court please— 

“ Paragraphs 8 and 9 of the operating differential 
subsidy agreement”— 

Mr. Harrison: If Your Honor please— 

The Court (to Mr. Siegel): You have made the 
offer. 

Mr. Siegel: Do I understand this document may 
be treated as a part of the record for the purpose 
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of identifying so much of the paragraphs are as 
excluded ? 

Mr. Harrison: It is on file in the files of this 
Court. 

The Court: You have offered a part of the stipu¬ 
lation which at the time—I am assuming this is 
so—at the time you sat down and arranged the 
stipulation, you thought it contained what might 
be material. 

Mr. Siegel: That is correct, Your Honor. 

The Court: And counsel agreed if it was ma¬ 
terial, and therefore admissible, that the necessity 
of proof of the character ordinarily [1751] de¬ 
manded would be waived. 

Now, however, the proffer having been made, and 
it is objected to on the ground of its materiality, 
that objection is sustained. This stipulation is a 
part of the records of this court. 

Mr. Siegel: Very well, Your Honor. 

We have offered 16(b), and I will also offer, on 
page 128, paragraph (c) of the same paragraph 
16. 

Mr. Harrison: Same objection. 

The Court: Same ruling. 

Mr. Siegel: And solely for the purpose of iden¬ 
tifying the persons who prepared income estimates, 
as evidenced in the record, I offer paragraph 16 of 
article 16, appearing on page 108: 

“During the year 1938 and for many years prior 
thereto, Mr. Hugh MacKenzie was head of the 
Passenger Traffic Department of Dollar of Dela¬ 
ware and, as part of his duties in this capacity, 
from time to time prepared and submitted to the 
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executive officers of Dollar of Delaware estimates 
of future annual gross revenues from passenger 
traffic in the operation of the vessels of Dollar of 
Delaware.” 

I 

And paragraph 17 on the next page: 

“ During the year 1938, and for many years 
period thereto, Mr. M. J. Buckley was head of the 
Freight Traffic Department of Dollar of [1752] 
Delaware and, as part of his duties in this ca¬ 
pacity, from time to time prepared and submitted 
to the executive officers of Dollar of Delaware esti¬ 
mates of future annual gross revenue from freight 
traffic in the operation of the vessels of Dollar of 
Delaware. 77 

***** 

The Court: We are pretty near to the end of 
Tuesday, and are near the end of Friday. How 
many more documents do you have? 

Mr. Siegel: I don’t know, if Your Honor please, 
but in view of the haste with which we have pro¬ 
ceeded this afternoon, I would request Your Hon¬ 
or’s granting of the right to us of the opportunity 

to examine this thing over the weekend. 

* * * * * 

# 

Mr. Siegel: And I offer paragraph 18, as [1753] 
the last on this point, of article 16, which is: 

“18. Mr. Hugh MacKenzie and Mr. M. J. Buck- 
ley are, respectively, the individuals identified as 
* MacKenzie 7 and ‘Buckley 7 by R. Stanley Dollar in 
the minutes of the meeting of Dollar of Delaware 
of May 16, 1938, of which Document 2-A-13 hereof 
is a copy. 77 

And on page 134, paragraph 44 of article [1754] 

22 of the stipulation. 


j 
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Mr. Harrison: We have already made an objec¬ 
tion to substantially the same thing. 

Mr. Siegel: I was giving you an opportunity to 
renew it, Mr. Harrison. 

Mr. Harrison: The same objection. 

The Court: What is this—the “whereas” clause? 

Mr. Siegel: That is correct, Your Honor. 

The Court: (Reading) 

“The third ‘whereas’ clause in the operating- 
differential subsidy agreement of January 25, 1938, 
differs from the corresponding recital of form 
F-l-C approved by the Commission June 1, 1937, 
by having in it the words ‘and for certain portions 
of voyages commenced prior to the date of this 
agreement.’ ” 

I cannot conceive of the materiality of this, Mr. 
Siegel. 

♦ * * * * 

Mr. Siegel: Merely that the form F-l-C [1756] 
is a general form which is applicable generally. In 
this case an exception was made. 

The Court: That is a horse of another color. 
You should have told me one was the regular form 
and the other was not. 

Mr. Siegel: And this is a modification for the 
benefit of Dollar of Delaware, and I wanted it in 
the record for that purpose. 

The Court: Very well. 

Mr. Siegel: Paragraph 44: 

“The third ‘whereas’ clause in the operating- 
differential subsidy agreement of January 25, 1938, 
differs from the corresponding recital of Form 
F-l-C approved by the Commission June 1, 1937, 
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by having in it the words ‘and for certain portions 
of voyages commenced prior to the date of this 
agreement/ ” 

On page 99, merely to clarify the pleadings in 
paragraph 4 of article 13: 

“It is understood that in admitting the allega¬ 
tions of paragraph 29 of the Amended Complaint, 
the Answer of defendants herein is not to be con¬ 
strued as admitting that all the vessels [1757] re¬ 
quired to be constructed were constructed.” 
***** 

Mr. Siegel: If the Court please, this [1758] 
document is a duly certified copy of a letter [1759] 
from the executive vice president of the Matson 
Navigation Company, to the Maritime Commission, 
September 17, 1938, certified to be a true copy 
thereof, as it appears in the files of the Maritime 
Commission (handing the document to counsel for 
plaintiffs). 

Mr. Harrison: We certainly object to this gen¬ 
tleman’s letter, estimable as he may be, as vice 
president of the Matson Navigation Company. But 
it is not anything that binds anybody in this case. 

The Court: What is the materiality? 

Mr. Siegel: The sole purpose of offering this 
document, if the Court please, is to show that in 
fact the Matson Navigation Company made a pro¬ 
posal to the United States Maritime Commission 
to operate these ships as the managing agency of 
the United States Maritime Commission; that they 
therein did discuss the effect which this, their pro¬ 
posal would have upon the employment of the exist¬ 
ing employees of Dollar of Delaware, in which they 
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stated it would result, their proposal, in substantial 
economies by reducing the number of employees 
then employed by Dollar of Delaware. 

This, if the Court please, bears on the same point 
Mr. MacGuineas sought to develop through Mr. 
Laughlin on yesterday, namely, that there were in 
fact negotiations between the Maritime Commis¬ 
sion and the Matson Navigation Company; that 
the proposals therein discussed would have [1760] 
led, as the parties represented, to a reduction of 
the number of employees then employed by Dollar 
of Delaware; that thereafter their followed an 
amendment in the existing drafts of the Adjustment 
Plan, which were transmitted to the plaintiffs, in¬ 
cluding the provision which we have referred to 
in paragraph 23-D of the Adjustment Plan. 

While Mr. Laughlin was unable to testify from 
recollection, that he specifically did refer to these 
negotiations as the reason for his suggested amend¬ 
ment, we would ask Your Honor to infer from the 
whole course of the progress of the negotiations, 
that such in fact was the reason, and that the rea¬ 
sons were inferentially discussed between Mr. Dol¬ 
lar and Mr. Laughlin. 

Mr. Harrison: That is a long story to be based 
upon a document presented by an officer of a com¬ 
pany that we were not acquainted with and had no 
relations. 

The Court: Who initiated the negotiations with 
the Matson Line—while it has been brought up? 

Mr. Siegel: If Your Honor please, I suppose I 
should answer that off the record. 
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The Court: I am assuming the Commission did 
it. 

Mr. Siegel: I don’t think, if the Court please, 
that would be a correct assumption. 

The Court: There can only be three possible 
assumptions: 

One is that the Commission did; number [1761] 
two is that Dollar did; and number three is that 
Matson, being aware of the situation, did it them¬ 
selves. 

Mr. Siegel: That is correct, Your Honor, as I 
understand, the third. That alone would not be 
significant, but the significance, in our view, is 
that by reason of these negotiations, whoever initi¬ 
ated them, there was the discussion of a proposal 
which both the parties recognized would lead to a 
reduction in Dollar of Delaware employees; that 
Mr. Dollar had vigorously stated, as reported in 
the minutes of Dollar of Delaware July 18, 1938, 
there was a moral if not a legal obligation to retain 
the employees; and that Mr. Laughlin, I would ask 
the Court to infer, not from his testimony, but 
from the circumstances, including this provision 
or suggested its inclusion in order to negative not 
only a legal but any possible basis for a moral 
obligation to continue the employees then in the 
employment of Dollar of Delaware—not because the 
Commission did not want to do so, but in order 
to give the Commission a free hand—and thus to 
show that the provision in paragraph 23-D of the 
Adjustment Plan was necessary to be included, even 
though the Adjustment Plan provided for a trans¬ 
fer of ownership, because the disposition of that 
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stock, without such a provision included, would 
perhaps have violated a moral obligation or under¬ 
standing of Mr. Dollar. 

The Court: In a world today that pays [1762] 
very little attention to moral obligations, that is 
very fine. But I am only concerned with legal 
obligations, and I will exclude it. 

Mr. Siegel: Very well, Your Honor. May I have 
the document merely identified? 

The Deputy Clerk: Defendants 7 Exhibit 131 for 
identification. 

(The certified copy of letter September 17, 
193S, was accordingly marked for identifica¬ 
tion as Defendants 7 Exhibit No. 131.) 

Mr. Siegel: If the Court please, our last offer 
is merely to establish the rights of the preferred 
stock to establish their superiority to common stock, 
as bearing on the issue of the valuation. And I do 
not ask that this be read, but request there be 
copied in the record the paragraph marked 
‘"Fourth/' the Certificate of Amendment of Certifi¬ 
cate of Incorporation of Dollar Steamship Lines, 
Inc., Ltd., appearing in Document 21-5. 

Mr. Harrison: I have no objection. 

The Court.: Very well. 

(The paragraph referred to follows:) 

“Fourth: 

“1. The total number of shares of all classes 
of stock which the corporation shall have authority; 
to issue is Two Million Four Hundred [1763] Thou¬ 
sand (2,400,000) shares. Such stock shall be divided 
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into three classes, designated respectively c 5 per 
cent Non-Cumulative Preferred’, ‘Class A’, and 
4 Class B’. The total number of shares of 5 per cent 
Non-Cumulative Preferred Stock which the corpo¬ 
ration shall have authority to issue shall be Forty 
Thousand (40,000) shares, and the par value of 
each of said shares shall be One Hundred Dollars 
($100), and the aggregate par value of all of said 
shares shall be Four Million Dollars ($4,000,000). 
The total number of shares of Class A stock which 
the corporation shall have authority to issue shall 
be Two Hundred Sixty Thousand (260,000) shares, 
and said shares shall be without par value. The 
total number of shares of Class B stock which the 
corporation shall have authority to issue shall be 
Two Million One Hundred Thousand (2,100,000) 
shares, and said shares shall be without par value. 

“2. The powers, preferences and relative partici¬ 
pating, optional or other special rights, and quali¬ 
fications, limitations and restrictions of the respec¬ 
tive classes of stock of the corporation are as 
follows: 

"(a) Dividends. The holders of the 5 per cent 
Non-Cumulative Preferred stock shall be [1764] en¬ 
titled to receive, when and as declared by the Board 
of Directors, dividends from funds legally available 
for the payment of dividends, at the rate of five 
per cent (5%) per annum, and no more. Such 
dividends shall be payable before any dividends shall 
be paid or set apart for the no par Class A and 
Class B stock of the corporation, but such divi¬ 
dends upon the 5 per cent Non-Cumulative Pre¬ 
ferred stock shall not be cumulative, and the 
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holders thereof shall not be entitled to participate 
in any other or additional profits. After dividends 
shall have been paid or declared on the 5 per cent 
Xon-Cumulative Preferred Stock, as above pro¬ 
vided, the holders of the Class A and Class B 
stock of the corporation shall be entitled to receive, 
when and as declared by the Board of Directors, 
dividends from the remaining funds legally avail¬ 
able for the payment of dividends at the rate deter¬ 
mined by the Board of Directors, provided that 
the amount of such dividends on each share of 
Class A stock shall be equal to five times the amount 
of such dividends on each share of Class B stock. 

‘‘(b) Redemption. The 5 per cent Non-Cumula- 
tive Preferred Stock may be redeemed, in whole 
or in part, by the corporation, at the option of the 
Board of Directors, on any dividend date [1765] 
by paying $103 for each share thereof so redeemed, 
together with a sum equivalent to all accrued and 
unpaid dividends thereon, upon at least thirty (30) 
days' notice by mail to the holders of record thereof. 
If less than all the shares of the 5 per cent Non- 
Cumulative Preferred Stock are to be redeemed, 
the shares to be redeemed shall be selected by lot in 
such manner, as the Board of Directors may deter¬ 
mine. The holder of shares of the 5 per cent Non- 
Cumulative Preferred stock called for redemption 
shall not, from and after the date called for re¬ 
demption, possess or exercise any rights as stock¬ 
holder of the corporation, except the right to re¬ 
ceive from the corporation the redemption price of 
such shares, without interest, upon surrender 
thereof. All 5 per cent Non-Cumulativc Preferred 
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stock called and redeemed shall immediately upon 
the redemption thereof be cancelled, and none of 
such cancelled stock shall thereafter be reissued. 

4 '(c) Distribution upon Liquidation, Dissolution 
Winding Up. In the event of any liquidation, dis¬ 
solution or winding up, whether voluntary or in¬ 
voluntary, of the corporation, the holders of the 5 
per cent Non-Cumulative Preferred stock shall be 
entitled to receive the full par value of their said 
stock and all accrued and unpaid dividends [1766] 
thereon, before any payment is made to the holders 
of the Class A and Class B stock. After payment 
to the holders of the 5 per cent Non-Cumulative 
Preferred stock, as above provided, the remaining 
assets and funds shall be divided and paid to the 
holders of the Class A and Class B stock, so that 
the amount distributed to a holder of each share 
of Class A stock shall be a sum equal in amount 
to five times that distributed to a holder of each 
share of Class B stock. 

“(d) Voting Rights. The holders of the 5 per 
cent Non-Cumulative Preferred Stock and the 
holders of the Class A and Class B stock shall be 
entitled to one vote for each share of such stock 
at all meetings of stockholders. 77 

Mr. Siegel: I will now offer, if Your [1767] 
Honor please—and this is the last paragraph—at 
page 73 of the stipulation, paragraph 7 of article 
8 : 

“7. The 502 and 535 ship sale and reconstruc¬ 
tion notes referred to in paragraph 6 of this article 
8 were all paid prior to December 5, 1941.” 
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Mr. Siegel: If the Court please, subject to the 
one reservation I have made, the Government rests. 

The plaintiffs object to my reference to the Gov¬ 
ernment ; so I will say the defendants rest. 

■4 * * * * 

Mr. Siegel: If the Court please, at the [1775] 
close of Friday’s session I stated to the Court I 
would check the transcript to see whether there 
were any matters inadvertently omitted. I have 
gone over the matters we wanted to offer with 
counsel, and there are only two or three to which 
he would object, and it would take me no more 
than 5 or 10 minutes, if Your Honor please, to 
complete the record. 

The first is paragraph 1 of article 11 of the 
stipulation, appearing on page 90, at line 18. It 
was our thought at the time that that had gone 
in, but it had not; and I will ask the Court to 
instruct the reporter merely to copy that paragraph 
into the transcript, so that it will be formally in 
evidence. 

The Court: Very well. 

(The paragraph of the stipulation referred 
to follows:) 

“1. The so-called Statements of Income or Sum¬ 
maries of Income as of the last day of the years 
1929 to 1937, inclusive, and as of June 30, 1937, 
as the same appear in Documents 2-K-l to 2-K-9, 
inclusive, may be deemed to be evidence, according 
to the company’s books, of the profit or loss realized 
by Dollar of Delaware for the periods therein 
stated.” 
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Mr. Siegel: The next, if the Court please, [1776] 
is paragraph 9, (a), (b), and (c), appearing on 
page 94 and at the top of page 95 of the stipula¬ 
tion; and I will ask the Court to instruct the 
reporter merely to copy that into the transcript. 

(The portion of the stipulation referred fol¬ 
lows:) 

“9. (a) On February 17, 1937, Dollar of Dela¬ 
ware entered into two contracts with Standard Oil 
of New York, one for the delivery of oil to Dollar 
oil to said vessels in foreign ports, of which Docu¬ 
ment 11-14 is a true copy, the other for delivery of 
oil to said vessels in foreign ports, or which Docu¬ 
ment 11-15 is a true copy. The balances due and 
owing to Standard Oil of New York, as of certain 
dates thereafter, on account of deliveries of oil 
under said contracts were as set forth in Document 
11-16; the heading thereon “S.F.a/cs” related to 
foreign deliveries, and the heading “N.Y.a/cs” re¬ 
lates to deliveries in New York. 

“(b) On or before October 6, 1937, payments 
actually made by Dollar of Delaware for delivery 
of oil under said contracts were remitted from 30 
to 60 days after the date of the delivery to which 
the remittance related. Payments for new deliveries 
of oil made under said contracts between October 
6, 1937, and October 24, 1938, amounting in the 
aggregate to approximately $511,000, were made on 
or before delivery, except that between [1777] Feb¬ 
ruary 28,1938, and October 22, 1938, in six instances 
payments totalling approximately $52,000 were 
made from one to eight days after date of delivery 
of oil. 
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44 (c) But Dollar of Delaware did not, before or 
as a condition to receiving any new deliveries, pay 
any part of the balance existing on October 6, 1938, 
and Standard Oil Company of New York continued 
to make deliveries under the Contracts as above. 
Subsequent to December 17, 1937, and before Janu¬ 
ary 21, 1938, Standard Oil Company executed one 
of the trade creditor’s agreements in the form of 
Document 1-A of Exhibit A of defendants’ Answer 
with respect to said balance as of October 28, 
1937.” 

Mr. Siegel (continuing): I will skip the items 
to which they object, for the moment. 

The next appears on page 57, line 18, paragraph 
27 of article 5 of the stipulation; and we will ask 
that the reporter be instructed to copy that para¬ 
graph into the record. 

(The stipulation paragraph referred to fol¬ 
lows :) 

4 ‘27. At all times since before October 26, 1938, 
R. Stanley Dollar has owned and now owns certain 
A stock of Dollar of Delaware (American Presi¬ 
dent Lines, Ltd.) other than any of the A stock 
in controversy in this suit, and the same is true 
of the estate of J. Harold Dollar and its [1778] 
successors in interest. For some periods of time 
in the interval elapsing from October 26, 1938, 
to the present time The Robert Dollar Co. was the 
owner of certain preferred stock of Dollar of 
Delaware (American President Lines, Ltd.): and 
the same is true of Dollar of California at all times 
from and before October 26, 1938, to November 
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25, 1942; and R. Stanley Dollar was and is the 
owner of some preferred stock since November, 
1942.” 

Mr. Siegel (continuing): The next appears on 
page 74 of the stipulation, paragraph 11 of article 
8 of the stipulation, at line 19, and continuing to 
the top of page 75, the first two lines. And, if the 
Court please, we will ask that the reporter be in¬ 
structed to copy that paragraph into the record. 

(The stipulation paragraph referred to fol¬ 
lows:) 

“11. The Presidents Lincoln and Wilson were 
released from their respective individual mortgages 
securing their notes on April 8, 1940, the releases 
being recorded on April 24, 1940, in the Office of 
the Collector of Customs, San Francisco, in Book 
38 MM 211. The steamship President Cleveland was 
released from its individual ship mortgage on May 
1, 1941, the release being recorded on May 7, 1941, 
in the same book and page in the office of the said 
Collector of Customs. The Presidents Harrison, 
Pierce, Taft, Garfield, Polk, Monroe, Yan [1779] 
Buren, Adams and Hayes were each released from 
its individual ship mortgage on August 26, 1942, 
and the releases were recorded on October 27, 1942, 
in the office of the said Collector of Customs in the 
same book and page as stated above.” 

Mr. Siegel (continuing): And the next appears 
on page 25-a, if the Court please, at line 30, which 
is paragraph 0-2(a) of article 2 of the stipulation, 
and continues through lines 1 to 9 on page 26; and 
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I will ask that the reporter be instructed to copy 
that paragraph into the record—also paragraph (b) 
appearing on lines 10 and 11, page 26. 

(The portion of the stipulation referred to 
follows:) 

“2. (a) On or about April 10, 1939, the United 
States Maritime Commission, pursuant to resolu¬ 
tion approved by each of its members who then 
were Emory S. Land, Chairman, Edward C. Moran, 
Jr., Max O’Rell Truitt, Henry A. Wiley, and 
Thomas M. Woodward, published and transmitted 
to the Congress of the United States a special re¬ 
port, accompanied as part thereof by a report to 
the Commission of its General Counsel and copies 
of certain documents, the whole being entitled ‘ Re¬ 
organization of American President lines, Ltd.’ 
Exhibit F to the answer of defendants herein is a 
true copy of said report and accompanying docu¬ 
ments and letter of transmittal to the [1780] Con¬ 
gress 

(b) Document 2-0 is a true copy of said resolu¬ 
tion referred to in subdivision (a) above.” 

Mr. Siegel (continuing): And on the basis of 
the paragraph (b), I will offer as the defendants' 
exhibit next in order Document 2-0 (handing the 
document to the deputy clerk). 

The Deputy Clerk: Defendants' Exhibit 132. 

(The copy of resolution heretofore identified 
as Document 2-0 was accordingly marked and 
received in evidence as Defendants' Exhibit 
! ? No. 132.) 
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[Defendants’ Exhibit 132 reads as follows:] 

PROCEEDINGS OF. THE UNITED STATES 
MARITIME COMMISSION 

April 10, 1939. (Regular Meeting) 

Present: Chairman Land, and Commissioners 
Moran, Truitt, Wiley, and Woodward. 

Also Present: S. D. Schell, Executive Director; 
Bon Geaslin, General Counsel; and W. C. Peet, 
Jr., Secretary. 

The Commission convened at 3:00 p.m. and ad¬ 
journed at 4:00 p.m. 

***** 

American President Lines, Ltd.—Report to Con¬ 
gress. There was again presented the following 
memorandum dated April 5, 1939, from the General 
Counsel, action on which had been deferred at a 
previous meeting of the Commission: 

“Subject: Report to Congress—American President 
Lines, Ltd. 

“There is transmitted herewith a draft of a 
proposed special report by the Commission to the 
Congress dealing with the action taken by the Com¬ 
mission for the rehabilitation of the services oper¬ 
ated by the Dollar Steamship Lines, Inc., Ltd. 
(now American President Lines, Ltd.), which cul¬ 
minated on October 26, 1938, with the granting of 
a 5-year operating-differential subsidy agreement 
and the making of loans by the Commission in the 
amount of $2,000,000.00 for repairs, and by the Re¬ 
construction Finance Corporation in the amount 
of $2,500,000.00 for working capital and other pur¬ 
poses. 
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“The proposed report covers the period beginning 
with January 25, 1938, at which time the temporary 
operating-differential subsidy agreement was put 
into effect, and ending with the above-mentioned 
date of October 26, 1938, except that the last few 
paragraphs deal with the action of the Commission 
taken recently with respect to the rearrangement 
of the ‘round-the-world’ service. The report is pre¬ 
ceded by letter of transmittal from the Chairman. 
There will be annexed to the report the report of 
the General Counsel as to the legal steps taken 
in consummating on October 26, 1938, the transac¬ 
tions referred to above, together with copies of 
all the important documents executed in connection 
with the closing. 

‘‘It would greatly add to the convenience of the 
members of Congress, particularly the Senate Com¬ 
mittee on Commerce and the House Committee on 
Merchant Marine and Fisheries, as well as the 
members and staff of the Commission and others, 
if this report of the Commission, together with the 
appendices, be printed. 

“Accordingly, the following recommendations are 
made: 

1. That the proposed report of the Commission 
to the Congress, with accompanying letter of trans¬ 
mittal by the Chairman, be approved. 

2. That the report of the Commission, with its 
accompanying letter of transmittal and the appen¬ 
dices, consisting of the General Counsel’s report 
and copies of documents executed in connection 
with the closing, be printed. (One hundred copies 
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bound in cloth and four hundred copies bound in 
paper would, I believe, be sufficient.) 

/s/ BON GEASLIN, 

General Counsel. ” 

After consideration of certain modifications sug¬ 
gested to the proposed report referred to in the 
foregoing memorandum, the Commission, by the 
“yea” vote of Chairman Land and Commissioners 
Truitt and Woodward, Commissioners Moran and 
Wiley voting “nay”, approved the recommenda¬ 
tions in the foregoing memorandum, and directed 
that a copy of the revised report be filed in the 
records of the Secretary. 

The proper officers of the Commission were au¬ 
thorized and directed to take any and all actions 
necessary and proper to carry the action of the 

Commission as above set forth fully into effect. 

* * * * * 


Mr. Siegel: The next one if the Court please, 
is the last sentence of paragraph 8, the remainder 
of which is in evidence, of article 10 of the stipula¬ 
tion, appearing on lines 1 to 4, inclusive, of page 
74 of the stipulation; and we will ask, if the Court 
please, that the reporter be instructed to copy that 
sentence into the record. 

(The sentence in the stipulation referred to 
follows:) 

“This was done pursuant to agreement as shown 
by the minutes of American President Lines, Ltd., 
of September 7, 1943, at page 119 of said minutes, 
of which Document 2-E-22 is a copy.” 
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Mr. Siegel (continuing): And the next, on page 
34 of the stipulation, paragraph 44 of article 2— 

“44. Document 2-P-58 is a true copy of a letter 
from Keith R. Ferguson to Reginald S. Laughlin 
of July 23, 1938.” [1781] 

And I will offer in evidence as the defendants’ 
exhibit next in order document 2-P-58 (handing the 
document to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit No. 133. 

(The copy of letter July 23, 1938, Ferguson 
to Laughlin, heretofore identified as document 
2-P-58, was accordingly marked and received 
in evidence as Defendants’ Exhibit No. 133.) 


[Defendants' Exhibit 133 reads as follows:] 
[Keith R. Ferguson Letterhead] 

July 23, 1938 

Mr. Reginald S. Laughlin 
Special Counsel, 

United States Maritime Commission 
Standard Oil Building 
San Francisco, California 

Dear Mr. Laughlin: 

It is proposed that Dollar Steamship Lines Inc., 
Ltd., of Delaware, an applicant for an operating 
differential subsidy to the Maritime Commission, 
shall assume a lease of office space in premises 
owned as tenants in common by The Robert. Dollar 
Co. and Dollar Investment Company. 

The Robert Dollar Co. is the owner of 5,291 
shares of preferred stock of par value of $100.00 
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per share, of a total authorized issue of 2,400,000 
shares of all classes of stock with same voting 
power, in Dollar Steamship Lines Inc., Ltd., of 
Delaware. The latter company owns no stock in 
either The Robert Dollar Co. or Dollar Investment 
Company. Dollar Investment Company owns no 
stock in the Delaware Company, nor does the latter 
company own any stock in the former. 

The question has been raised as to whether the 
continuance of the leasing of the office space, as 
above indicated, is within the inhibitions of Section 
803 of the Merchant Marine Act. 

That Act contains a provision that 

“It shall be unlawful for any contractor receiv¬ 
ing an operating differential subsidy * * * to 
employ any person or concern performing or sup¬ 
plying 

(1) stevedoring, 

(2) ship repair, 

(3) ship chandler, 

(4) tugboat, 

(5) or kindred services 

to supply such services to the operator’s subsidized 
* * * vessels if such 

(1) contractor or any 

(2) subsidiary company, 

(3) holding company, 

(4) affiliate company, or 

(5) associate company 

of such contractor or any 

(1) officer, 

(2) director, or 

(3) employee 
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Mr. Siegel (continuing): And the next, on page 
34 of the stipulation, paragraph 44 of article 2— 

“44. Document 2-P-58 is a true copy of a letter 
from Keith R. Ferguson to Reginald S. Laughlin 
of July 23, 1938.” [1781] 

And I will offer in evidence as the defendants 7 
exhibit next in order document 2-P-58 (handing the 
document to the deputy clerk). 

The Deputy Clerk: Defendants' Exhibit No. 133. 

(The copy of letter July 23. 1938, Ferguson 
to Laughlin, heretofore identified as document 
2-P-58, was accordingly marked and received 
in evidence as Defendants 7 Exhibit No. 133.) 


[Defendants’ Exhibit 133 reads as follows:] 
[Keith R. Ferguson Letterhead] 

July 23, 1938 

Mr. Reginald S. Laughlin 
Special Counsel, 

United States Maritime Commission 
Standard Oil Building 
San Francisco, California 

Dear Mr. Laughlin: 

It is proposed that Dollar Steamship Lines Inc., 
Ltd., of Delaware, an applicant for an operating 
differential subsidy to the Maritime Commission, 
shall assume a lease of office space in premises 
owned as tenants in common by The Robert Dollar 
Co. and Dollar Investment Company. 

The Robert Dollar Co. is the owner of 5,291 
shares of preferred stock of par value of $100.00 
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per share, of a total authorized issue of 2,400,000 
shares of all classes of stock with same voting 
power, in Dollar Steamship Lines Inc., Ltd., of 
Delaware. The latter company owns no stock in 
either The Robert Dollar Co. or Dollar Investment 
Company. Dollar Investment Company owns no 
stock in the Delaware Company, nor does the latter 
company own any stock in the former. 

The question has been raised as to whether the 
continuance of the leasing of the office space, as 
above indicated, is within the inhibitions of Section 
803 of the Merchant Marine Act. 

That Act contains a provision that 
“It shall be unlawful for any contractor receiv¬ 
ing an operating differential subsidy * * * to 
employ any person or concern performing or sup- 
plying 

(1) stevedoring, 

(2) ship repair, 

(3) ship chandler, 

(4) tugboat, 

(5) or kindred services 

to supply such services to the operator's subsidized 

* * * vesse i s ^ suc h 

(1) contractor or any 

(2) subsidiary company, 

(3) holding company, 

(4) affiliate company, or 

(5) associate company 

of such contractor or any 

(1) officer, 

(2) director, or 

(3) employee 
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of such contractor or any 

(1) member of the immediate family of such con¬ 
tractor, officer, director or employee, or 

(2) any member of the immediate family of any 
officer or employee, or 

(3) any member of the immediate family of any 
officer, director or employee of such subsidi¬ 
ary holding company, affiliate company, or 
associate company of such contractor 

owns any pecuniary interest, directly or indirectly 
in the person or concern supplying such services 
to the contratcors subsidized * * * vessels, or re¬ 
ceives any payment or other thing of value directly 
or indirectly as a result of such employment or 
services, etc.' 7 

Patently, the leasing of office space in the prem¬ 
ises cannot be one of the first four enumerated 
services. Neither can it be classified as a service. 

The next inquiry, “Has it any kindred relation to 
the first four services? 77 As to this, it is also 
patent that the rental of premises can in no wise be 
compared to stevedoring, ship repairs, ship chand¬ 
lery or towboat services, and does not come within 
the dictionary definition of 4 kindred 7 . The question, 
in fact, answers itself. 

Of course, the purpose of the section under con¬ 
sideration was to protect a subsidized corporation 
from so dealing with its subsidiary or holding con¬ 
cerns as would permit profitable diversion from 
the subsidized concern to the subsidiary or holding 
concern. While the conclusion that the leasing of 
the premises herein treated of, is not within the 
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enumerated so-called 1 services’ should end the ques¬ 
tion, nevertheless it may be proper to consider the 
further provision of the statute that it shall be 
unlawful for the contractor to employ any concern 
in the services referred to, if the persons referred 
to in the section own any pecuniary interest, di¬ 
rectly or indirectly in the concern supplying such 
services to the contractor subsidized vessels, or re¬ 
ceive any payment or thing of value, directly or 
indirectly as the result of the employment of such 
services. 

With this in mind, we first inquire if the con¬ 
tractor, the Delaware company, has any pecuniary 
interest in the two companies named. This is easily 
answered in the negative, because the Delaware 
company at no time owned any interest in the two 
companies. 

The next question is whether the companies are 
subsidiary, holding, affiliate or associate companies. 
Certainly, the Dollar company is no holding com¬ 
pany of the other two companies under considera¬ 
tion, for it has no stock whatsoever in the two 
companies. Neither are they subsidiaries, because 
there is no stock ownership which would constitute 
a controlling interest, and the stock interest of The 
Robert Dollar Co. by reason of ownership of the 
preferred stock is of such a character that it would 
have no control over the actions of the Delaware 
company. Furthermore, there will be no interlock¬ 
ing directors, officers or stockholdings between the 
lessors and the lessee which would make them asso¬ 
ciates, affiliates, subsidiaries or holding companies. 
The companies not being either holding, subsidiary. 
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affiliate or associate companies, the lease in ques¬ 
tion is for that further reason, not within the pur¬ 
view of the statute, 

Having reached the foregoing conclusion, it is 
unnecessary to treat further of the provisions with 
respect to the officers, directors, employees of the 
contractor, members of the immediate family of 
the contractor, for, in the first place, there will be 
no such persons connected with the contracting 
concern upon the adoption of the proposed plan of 
adjustment with the Maritime Commission who will 
have any pecuniary interest whatsoever in The 
Robert Dollar Co. or the Dollar Investment Com¬ 
pany. 

I am further of the opinion that the continuance 
of the lease of the office space by the Dollar Steam¬ 
ship Lines Inc., Ltd., of Delaware in the building 
in question is, under no circumstances, within the 
inhibitions of the statute. 

Very truly yours, 

/s/ KEITH R. FERGUSON. 

KRF :I A 


Mr. Siegel: And on page 135 of the stipulation, 
paragraph 49 of article 22, which I will request 
that the reporter be instructed to copy that para¬ 
graph into the record. 

(The stipulation paragraph referred to fol¬ 
lows:) 

4 * 49. The fact that in paragraphs 6 and 8 above 
in this article XXII it is stipulated that Dollar of 
Delaware had certain beliefs is not to be taken 
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as a stipulation that the United States Maritime 
Commission did or did not have the same beliefs; 
and the fact that in paragraph 33 it is stipulated 
that the Commission had a certain belief is not to 
be taken as a stipulation that Dollar of Delaware 
did or did not have the same belief. 77 

Mr. Siegel (continuing): And the next is para¬ 
graph 10 of article 21, appearing on page 119: 

“Document 21-10 is a true copy of the estimate 
referred to in Document 21-9 as submitted [1782] 
on March 12, 1938. 7 7 

And I will offer Document 21-10 as the defend¬ 
ants 7 exhibit next in order (handing the document 
to the deputy clerk). 

The Deputy Clerk: Defendants 7 Exhibit 134. 

(The copy of estimate heretofore identified 
as document 21-10 was accordingly marked and 
received in evidence as Defendants 7 Exhibit 
No. 134.) 

Mr. Siegel: Then, if the Court please, paragraph 
1 of article 9 of the stipulation, on page 75, at 
line 26, and continuing to page 76, lines 1 to 15; 
and I will request that the reporter be instructed 
to copy that paragraph into the record. 

(The stipulated paragraph referred to fol¬ 
lows:) 

“1. In August, 1937, Mr. Jay Dunne, Special 
Financial Expert to the United States Maritime 
Commission, now deceased, Mr. William Radner of 
its Legal Staff, and Mr. D. E. Lawrence, Chief of 
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its Examining Section, were in San Francisco oil 
behalf of the Commission to investigate the affairs 
of Dollar of Delaware and to negotiate with it 
concerning its application for an operating differen¬ 
tial subsidy. Messrs. Dunne, Radner and Lawrence 
appraised the ships owned by Dollar of Delaware 
as having certain market values and so [1783] 
reported to the Maritime Commission as shown in 
‘The Dollar Lines Proposed Plan of Reorganiza¬ 
tion' presented by them to the Commission and 
spread on the minutes of the Commission of August 
25. 1937, of which Document 2-F-2 is a copy. Said 
‘The Dollar Lines Proposed Plan of Reorganiza¬ 
tion' as reported in Document 2-F-2 (hereafter re¬ 
ferred to for convenience as the August 25, 1937, 
plan) represents the opinion of Messrs. Dunne, 
Radner and Lawrence of the values of said ships 
when rendered and may be received as evidence of 
such opinions.” 

Mr. Siegel (continuing): Then paragraph 26 of 
article 5 of the stipulation, page 57, line 7, which 
merely qualifies the effect of other stipulations; and 
I will ask that the reporter be instructed to copy 
that paragraph into the record. 

(The stipulation paragraph referred to fol¬ 
lows:) 

‘‘26. The amended complaint alleges, inter alia, 
that the certificates of stock delivered to the Com¬ 
mission were transferred in pledge to secure the 
indebtedness of Dollar of Delaware to the Commis¬ 
sion in the amount of approximately $7,500,000. 
The answer alleges that the stock was transferred 
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absolutely and not as collateral. Nothing in this 
stipulation herein contained shall be construed as 
an admission by either party as to the effect of 
said transfers or shall prejudice defendants’ right 
to rely on the affirmative defenses of their [1784] 
Answer.” 

Mr. Siegel (continuing) :* * * We will offer in 

[1785] evidence as the defendants’ exhibit next in 
order document 2-P-23 (handing the document to 
the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit 135. 

(The document heretofore identified as No. 
2-P-23 was accordingly marked and received 
in evidence as Defendants’ Exhibit No. 135.) 

(Defendants’ Exhibit No. 135 is identical with 
Defendants’ Exhibit No. 3 except that it contains a 
balance sheet.) 

Mr. Siegel: And the last paragraph of the 
stipulation, page 136, lines 7 to 15, I will request 
that the reporter be instructed to copy from the 
stipulation, beginning “Proxies” and ending “and 
23-4”. 

(The stipulation paragraph referred to fol¬ 
lows:) 

“5. Proxies were given by the Commission and 
submitted by the Commission representative at all 
stockholders’ meetings of American President Lines 
subsequent to November 18, 1938, in form identical 
with Documents 23-1 and 23-3, except for the num¬ 
ber of shares represented by the proxy, the subject 
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matter and date of meeting, and such proxies were 
authorized by resolutions identical, with the same 
exceptions, with Documents 23-2 and 23-4. ” 

The next two items, I believe, will be objected 
to: 

The first one appears on page 40, if the Court 
please, paragraphs 7 and 8 of article 3 of [1786] 
the stipulation, beginning on line 9, which are of¬ 
fered merely to furnish the evidence that Dollar of 
Delaware, as of record, purchased the ships in 
question and assumed the obligations, and hence 
that the prior owners thereof merely remained guar¬ 
antors and sureties. 

It refers, if the Court please, to the offer set 
forth in the second Blue Book and identifies same 
as an authentic copy of the minutes covering that 
offer and purchase. 

Mr. Harrison: We object to it as irrelevant, first 
upon the ground that the documents themselves are 
already in evidence, as establishing what the ob¬ 
ligations were, and as antedating in the issue here 
involved, and as therefore being irrelevant, incom¬ 
petent-, and immaterial. 

The Court: Excluded. 

Mr. Siegel: The next, if the Court please, is 
on page 87 of the stipulation, dealing with the 
insurance on the Fillmore and Johnson, and is 
offered for the sole purpose of showing that stated 
insurance in insurance policies has little or no con¬ 
nection with the value thereof. 

The Court: I am not going to be concerned with, 
that. 

Mr. Siegel: Very well, sir. 
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The Court: Excluded. 

Mr. Siegel: At this time, if Your Honor please, 
I would like to state—and Mr. Harrison has autho¬ 
rized me to say—that I have made available to him 
the minute entries which he has requested [1787] 
and to which he is entitled under the stipulation. 

Is that correct, Mr. Harrison? 

Mr. Harrison: Yes. 

Mr. Siegel: And secondly, if Your Honor please, 
I realize, in view of the previous statements that 
our suggestion to take the deposition of Mr. Geas- 
lin will probably not meet with the approval of 
the Court. I am wondering, therefore, if the previ¬ 
ous suggestion in that respect might be treated as 
a motion, with the Court’s indicated ruling. 

The Court : Denied. 

Mr. Siegel: For the record. 

The Court: Yes. 

Mr. Siegel: And I would like to state, also, the 
Government expected to call Mr. Truitt as a witness, 
but he will not be available until the 15th; and in the 
interest of expedition, and in view of the testimony of 
other commissioners, it is felt that nothing would be 

gained, therefore, by going further with that. 

* * * * * 

Mr. Siegel: That is all, if the Court please. 

The Court (to counsel for plaintiffs): Is there 
any rebuttal? 

Mr. Harrison: Yes, Your Honor. 

Will you please take the stand, Mr. Dunham? 
Accordingly— 

SCOTT H. DUNHAM, 

called as a rebuttal witness on behalf of the plain- 
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tiffs, and being first duly sworn, was examined and 
testified as follows: 

Direct Examination 
By Mr. Harrison: 

Q. Will you please state your name, Mr. Dun¬ 
ham? A. Scott H. Dunham. 

Q. And where do you live, Mr. Dunham? 

A. Berkeley, California. 

Q. What is your occupation? A. Certified 
public accountant. 

Q. Are you associated with John F. Forbes & 
Company at the present time? [1789] A. I 
am a partner, in charge of the tax and special 
service practice, in the firm of John F. Forbes & 
Company. 

Q. Will you state your general experience in the 
field of tax accounting and general accounting? 

A. I entered the accounting profession on Janu¬ 
ary 1, 1930, in San Francisco. During the year 
1932 I was in charge of the tax practice of the 
office of Haskins and Sells, in San Francisco. 

In October of 1934 I resigned from that firm in 
order to become a partner in the firm of John F. 
Forbes & Company, and have been in charge of the 
tax practice of John F. Forbes & Company continu¬ 
ously since that date. 

Q. And in connection with your activities there, 
have you have had wide experience from time to 
time with corporate and other reorganizations? 

A. Yes, sir. 

Q. And with problems involving debt adjust¬ 
ment? A. Many of those problems. 

Q. And now, in 1938, Mr. Dunham— 
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Oh, by the way, Mr. Dunham, in the questions 
which I ask you, will you understand when I refer 
to Dollar of Delaware, that I refer to Dollar Steam¬ 
ship Lines, Incorporated, Limited? A. All 
right. 

Q. And when I refer to Dollar of Cali- [1790] 
fomia, I refer to Dollar Steamship Line, a Califor¬ 
nia corporation? A. Yes, sir. 

Q. In the year 1938 did the auditing, accounting 
and tax problems of Dollar of California come to 
your attention? A. The auditing problems 

came under my attention, not the tax problems. 

Q. During that year, or at the conclusion of the 
year 1938, there was prepared an examination of ac¬ 
counts for Dollar of California, was there not ? 

I show you a document, Mr. Dunham, which is 
marked in evidence here as Defendants’ Exhibit 32, 
consisting of a Report on Examination of Accounts 
for the Year Ended December 31, 1938, Dollar of 
California, and I will ask you if you recognize the 
document (handing the document to the witness). 

A. I do. 

Q. And were you familiar with that document at 
the time it was prepared ? A. I was. 

Q. And were you at that time also conversant with 
the facts set forth in that audit? A. Yes. 

Q. I now call your attention, Mr. Dunham, to the 
balance sheet of the company, which is embraced in 
this report, and which is also, as the record here 
shows, on the minutes of Dollar of California, [1791] 
and to the statement of income and surplus attached 
thereto; and I will ask you to refer to that document, 
and particularly to the valuation of class A and B 
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capital stock of Dollar Steamship Lines, Incorpor¬ 
ated, Limited, written off upon the transfer of the 
shares to the United States Maritime Commission 
pursuant to agreement. 

Referring to that document, I will ask you, Mr. 
Dunham, whether as a matter of tax accounting prac¬ 
tice and general accounting practice, the writing off 
of that item on the balance sheet implies anything 
with respect to ownership or title to the shares ? 

A. It does not. The question of ownership or title 
would be a matter that would be referred to the com¬ 
pany’s counsel. The fact that it was written off on the 
balance sheet implies that— 

Mr. Siegel: I am sorry; I didn’t hear that. 

The Witness: The question of title would be a 
matter that would be referred to the counsel for the 
company. It would not be passed on by the account¬ 
ants. 

The fact that it was written off is merely indication 
of the fact that the stock was presumed to be worth¬ 
less at that time, but not that title or ownership had 
been extinguished or lost. 

By Mr. Harrison: 

Q. Now, will you state, Mr. Dunham, how you 
came to eliminate that asset from the balance sheet 
of the company? A. That asset was [1792] 
eliminated from the accounts of the company, as in 
preliminary discussions with officers of the company 
it was determined that the stock would be claimed as 
a deduction for tax purposes in the year 1938 as a 
worthless stock loss. 

Mr. Siegel: Will the witness identify the persons 
with whom he discussed, and the date? 
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Mr. Harrison: The opportunity of cross examina¬ 
tion will be given to counsel. 

Mr. Siegel: He asked for that in the case of every 
Government witness, if the Court please. 

The Court: Wait a minute. 

(To the witness) Will you specify with whom you 
discussed this matter? 

The Witness: With Mr. Art Lang, who was in 
charge of the company’s accounts at the time. 

By Mr. Harrison: 

Q. Continuing the subject that you were discuss¬ 
ing when you were interrupted, Mr. Dunham, would 
you state what the usual tax accounting and general 
accounting practice is, in respecting to taking an in¬ 
come tax loss for shares of stock on the ground of fail¬ 
ure in value ? A. May I make merely a preliminary 
comment? The question of determining worthless 
stock losses is one of the most vexing problems [1793] 
that confronts an accountant that is in tax or ac¬ 
counting practice. Particularly in tax practice, a 
worthless stock loss is allowable as a deduction only 
in the year in which the stock actually becomes 

That almost involves a problem of metaphysics. In 
a declining company it is very difficult to determine 
the particular moment when value is completely ex¬ 
tinguished. 

As a practical test, you determine the period in 
which a loss is worthless on the basis of an identi¬ 
fiable event. The best practice is to write the security 
off in a year in which an identiable event occurs, that 
would first place a business man on notice that the 
value is probably extinguished. That is to be corrobo¬ 
rated or determined by subsequent events. 
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The difficult factor that we face, in the accounting 
practice, is that unless the loss is claimed in the 
earliest year in which an identifiable event occurs, 
you probably face the position that it will be determ¬ 
ined that the loss occurred in a year earlier than the 
one in which it is claimed as a deduction. Therefore 
it is good practice to claim the item as a deduction in 
the first year in which an identifiable event occurs 
which indicates that the value is extinguished. 

The Court: What is the identifiable event [1794] 
here? 

The Witness: There are several. One would be 
change in management—surrender of possession of 
the stock, accompanied by change in management, 
would constitute an identifiable event. That would 
indicate the security was valueless, particularly when 
it was transferred under the terms of an agreement 
that gave the transferee the power to sell the security. 

By Mr. Harrison: 

Q. Now, in the year 1942, a plan of liquidation was 
evolved by this company, Dollar of California? Is 
that correct ? A. That is correct. 

Q. And was that done under your supervision ? 

A. Yes, directly. 

Q. Now, subsequent to and in the year 1942— 

Mr. Siegel: Has he identified, Mr. Harrison, the 
plan of liquidation? 

Mr. Harrison: No. I am not introducing the plan. 
I asked him if he supervised one (handing papers to 
counsel for defendants). 

At this time I wish to have marked for identifica¬ 
tion, may it please the Court, balance sheet of Dollar 
of California as of December 31,1932; 
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Another similar document as at December 31, 
1943; 

A similar document as at December 31, [1795] 
1944; 

And, finally, as of December 31,1945 (handing the 
documents to the deputy clerk). 

(The Dollar Steamship Line balance sheets as 
at December 31, 1942, December 31, 1943, De¬ 
cember 31,1944, December 31,1945, were accord¬ 
ingly marked for identification as Plaintiffs’ Ex¬ 
hibits 176, 177, 178, and 179, respectively. 

By Mr. Harrison: 

Q. I call your attention to a document marked for 
identification, Mr. Dunham, as Plaintiffs’ Exhibit 
176, and I will ask you whether you are familiar with 
that balance sheet. A. I am. 

Q. Is it or is it not a fact that in years subsequent 
to 1938 the shares of Dollar of Delaware were car¬ 
ried on the books of Dollar of California as an asset? 

A. They have been carried on the books of Dollar 
of California subsequent to 1938 as an asset. 

Mr. Siegel: Subsequent to what year? 

The Witness: Subsequent to 1938. 

By Mr. Harrison: 

Q. And calling your attention particularly to the 
document you hold in your hand, being 176 of plain¬ 
tiffs for identification, does that show the shares of 
Dollar of Delaware as an asset of Dollar of [1796] 
California? A. It does. It reflects them as a 
contingent asset, at a valuation of $11,880.16. 

Q. Will you state what is the source of that figure 
of eleven thousand and odd dollars which you men- 
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tioned? A. The $11,880.16, as I recall, repre¬ 
sents the expenditures incurred in an endeavor to re¬ 
gain possession of the stock. 

Mr. Harrison: Now, if the Court please, at this 
point I will offer in evidence 176 of the plaintiffs 
(handing the exhibit to the deputy clerk). 

(The Dollar Steamship Line balance sheet as 
at December 31, 1942, heretofore marked for 
identification as Plaintiffs 7 Exhibit No. 176, was 
accordingly received in evidence.) 


[Plaintiffs’ Exhibit 176 reads as follows:] 

DOLLAR STEAMSHIP LINE 
(In Liquidation) 

BALANCE SHEET 
As at December 31, 1942 


ASSETS 

Current Assets.$ 1,103.83 

Cash .$ 363.83 

U. S. War Bond. 740.00 


Other Assets . 87,858.39 

Liquidating Dividends Undelivered.$75,978.23 

Contingent Asset (APL Ltd. Class “A” 
and “B” common) .—.... 11,880.16 


Total... $88,962.22 


LIABILITIES 

Other Liabilities 

Liquidating Dividends Unpaid.$75,978.23 

Net Worth. 12,983.99 

Common Stock.$12,983.99 


Total.$88,962.22 


By Mr. Harrison: 

Q. Showing you now three other documents for 
identification, to-wit, 177,178, and 179 for the plain¬ 
tiffs, I will ask you also if those three statements re- 
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fleet the carrying of shares of Dollar of Delaware 
by Dollar of California as an asset in each of those 
successive years referred to in the exhibits. 

A. They do. They are the balance sheets of Decem¬ 
ber 31, 1943, 1944, and 1945, and they all carry it as 
an asset in the valuation of $11,880.16. 

Mr. Harrison: We will offer each of these [1797] 
documents in evidence, if the Court please (handing 
the three balance sheets to the deputy clerk). 

(The three Dollar Steamship Line balance 
sheets as at December 31, 1943, 1944, and 1945, 
heretofore marked for identification as Plain¬ 
tiffs 7 Exhibits 177, 178, and 179, were accord¬ 
ingly received in evidence.) 

By Mr. Harrison: 

Q. I will call your attention again, Mr. Dunham, 
if I may, to the exhibit for defendants, 32, and I will 
ask you if you will again refer to that report and 
state if it reflects a transaction of the year 1938 in 
which certain shares of stock were acquired by Dollar 
of California from the Robert Dollar Company. 

A. Yes. The report does reflect such a transaction. 
It is recorded in detail on pages 1 and 2 of the report. 

Q. After refreshing your recollection from that 
report, will you state what the transaction was ? 

A. The Robert Dollar Company was indebted to 
the Dollar Steamship Line in the amount of $1,515,- 
973.24. On or about July 18, 1938, pursuant to an 
agreement between the Robert Dollar Company and 
the Dollar Steamship Line, the Robert Dollar Com¬ 
pany transferred to Dollar Steamship Line 227,790 
shares of Class B and 2,075 shares of Class A capital 
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stock of Dollar Steamship Lines, Incorpor- [1798] 
ated, Limited, in estinguishment of $1,415,972.24 of 
that indebtedness. 

It transferred office equipment, furniture— 

Q. What do you mean by “it”? A. The Rob¬ 
ert Dollar Company transferred to Dollar Steamship 
office equipment, furniture, furnishings, and fixtures, 
and automobiles, in extinguishment of the debt, at 
an agreed value of $100,000. 

The Management Agreement between the Dollar 
Steamship Line and the Robert Dollar Company was 
cancelled, and one dollar was credited on the indebt¬ 
edness as a result of the cancellation of that agree¬ 
ment. 

These three transactions resulted in the extingush- 
ment of Dollar Steamship Lines’ claims against the 
Robert Dollar Company. 

Mr. Harrison: No further question. 

Cross Examination 

By Mr. Siegel: 

Q. Mr. Dunham, in response to a question from 
the Court as to what the identifiable event was that 
would justify writing off the stock of Dollar of Cali¬ 
fornia as worthless in the year ending December 31, 
1938, you mentioned, among other events, a transfer 
under an agreement, to quote you, which gave the 
transferee the power to sell. I take it, that, in prepar¬ 
ing or reviewing the report which is Defendants’ Ex¬ 
hibit 32, you examined the Adjustment Plan [1799] 
of August 15,1938? A. I did. 

Q. And did you in that connection, after your 
conference with Mr. Lang, to which you have re¬ 
ferred, prepare or approve the following statement 
appearing on page 4 of the report?— 
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“The company’s investment in capital stock of the 
Dollar Steamship Lines, Inc., Ltd., has been charged 
to income for the year 1938 upon the release to the 
United States Commission of the shares previously 
owned.” A. Yes, I approved that. 

Q. And after your conference with officers of Dol¬ 
lar of California?—very well. 

Now, Mr. Dunham, you have testified that in years 
subsequent to 1938 Dollar of California carried the 
stock, Class B stock, as an asset on its books in the 
amount of eleven thousand dollars plus. It is a fact, 
is it not, that that item was set up as an asset begin¬ 
ning after November, 1942? Is that correct? 

A. I do not have records. I recall it was set up as 
an asset at December 31,1942.1 don’t recall the pre¬ 
cise date. 

Q. Very well. And that was done, was it not, after 
Dollar of California, on the recommendation [1800] 
of trea' xrer E. H. Hall, at a meeting of the board of 
directors of November 12,1942, had recommended to 
Dollar of California that it ratify the action of Mr. 
R. Stanley Dollar in employing counsel to assist in 
efforts to return the stock to the original holders and 
to assume, out of the $16,000 expended by Mr. Dollar 
for that purpose, the sum of $11,000 plus as their 
share of the expense? Is that correct? A. Yes. 

Mr. Siegel: That is all, Mr. Dunham. 

Redirect Examination 

By Mr. Harrison: 

Q. Mr. Dunham, if your view were that the Dollar 
of California did not own the shares of Dollar of 
Delaware, reflected in your audits of 1942 and follow¬ 
ing, you would not have answered them as you did ? 
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Mr. Siegel: If Your Honor please, we object to 
the question as calling for the conclusion of the wit¬ 
ness ; and it is set forth in the reports. 

The Court: I am assuming if he was not of that 
opinion, he would not have done what he did do. 

Mr. Siegel: And he has described it, if the Court 
please, as a contingent offset. 

The Court: I am not talking about the documents. 
Counsel has asked him what his opinion is, and I 
don't think it is relevant. [1801] 

Mr. Harrison: Very well, Your Honor. 

The Court: You are asking him as an expert, and 
what he did do, he did. 

Mr. Harrison: Well, it was a matter of accounting 
practice I asked him. 

The Court : Well, it is in evidence. 

Is that all ? 

Mr. Harrison: Yes, sir. 

The Court (to the witness): Step down; you are 
excused. 

(Witness excused.) 

Mr. Harrison: At this point, if Your Honor 
please, we wish to offer in evidence, first, a document, 
being a certified copy of a “Consent to Entry of 
Order Confirming Agreement and Waiving Notice of 
Hearing," dated September 6, 1938, and signed 
“Anglo California National Bank of San Francisco, 
a national banking association, by Lawrence H. 
Tharp," that offer being for the purpose of complet¬ 
ing the proceedings in respect to a petition and order 
obtained by Keith R. Ferguson, and to show the char- 
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acter of transaction to which that creditor agreed 
(handing the document to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 180. 

(The copy of Anglo Bank’s consent, [1802] 
September 6,1938, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
180.) 

Mr. Harrison: W e next offer in evidence a similar 
“Consent to Entry of Order Confirming Agreement 
and Waiving Notice of Hearing,” dated August 23, 
1938, and signed “Seattle-First National Bank, a 
national banking association, by M. A. Arnold, chair¬ 
man of the board” (handing the document to the 
deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit No. 181. 

(The copy of Seattle-First National Bank 
consent, August 23, 1938, was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 181.) 

Mr. Harrison: And, finally on that score, a similar 
consent signed by Agnes Barr Dollar and Alice Barr 
Dollar, the widow and daughter of the decedent, re¬ 
spectively, dated September 11, 1938 (handing the 
document to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 182. 

(The copy of Agnes Barr Dollar and Alice 
Barr Dollar consent, September 11, 1938, was 
accordingly marked and received in evidence as 
Plaintiffs’ Exhibit No. 182.) 
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[Plaintiffs’ Exhibit 182 reads as follows:] 

In the Superior Court of the State of California, 
In and For the County of Marin 

No. 5160. 

In the Matter of the Estate of JOHN HAROLD 
DOLLAR, also known as J. HAROLD DOL¬ 
LAR, 

Deceased. 

CONSENT TO ENTRY OF ORDER CONFIRM¬ 
ING AGREMENT AND WAIVING NOTICE 
OF HEARING 

The undersigned, Agnes Barr Dollar and Alice 
Barr Dollar, widow and daughter of the above 
named deceased, hereby consent to the entry of 
an order in the above entitled matter approving 
that certain Agreement Respecting Adjustment 
Plan of Dollar Steamship Lines Inc., Ltd., dated 
August 15, 1938, and approving the Supplemental 
Agreement dated, August 19, 1938, and confirming 
the execution of such agreement by Keith R. Fer¬ 
guson and Robert Dollar II, as Executors. The 
undersigned do hereby waive notice of the time 
and place of the hearing of the Petition by said 
Executors for the approval and confirmation of 
said agreements. 

Dated at San Rafael, California, this 11th day 
of September, 1938. 

/s/ Agnes Barr Dollar 
Agnes Barr Dollar 
/s/ Alice Barr Dollar 
Alice Barr Dollar 
[Endorsed] Filed Sept. 12, 1938. 
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[Plaintiffs’ Exhibits 180 and 181 are in the same 
form as plaintiffs’ Exhibit 182.] 

Mr. Harrison: At this point, we wish, [1803] 
may it please the Court, to offer in evidence a 
stipulation signed by counsel representing the re¬ 
spective parties hereto concerning the capacity of 
Keith R. Ferguson, it having been approved by 
Mr. Justice Letts of this Court and being on file 
herein, and being dated August 27, 1947. 

The Court: His capacity in what respect? He 
appears in at least two capacities: in one he ap¬ 
pears as the executor of the estate of J. Harold 
Dollar— 

Mr. Harrison: That is correct. 

The Court: And in another capacity he appears 
as counsel for Dollar of Delaware. 

Mr. Harrison: He appears as counsel for Dol¬ 
lar of Delaware only after August 15—no; I with¬ 
draw that—never for Dollar of Delaware, but for 
certain parties after August 15, for the purpose of 
completion— 

The Court: But what is this stipulation for? 

Mr. Harrison: This prior to August 15. Well, 
this covers the whole period, if the Court please— 

“It is hereby stipulated between the parties that 
until September 1, 1938, Keith R. Ferguson was not 
the attorney for any person or party herein in¬ 
volved other than the Estate of J. Harold Dollar 
with respect to which he was also one of the execu¬ 
tors. On or about that date he became the attor¬ 
ney for Dollar Steamship Line (Dollar of Cali¬ 
fornia) and R. Stanley Dollar for the pur- [1804] 
pose of consummating the so-called Adjustment 
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Agreement of August 15 and August 19, 1938. No 
stipulation is entered into at this time concerning 
the extent of his authority in that connection, and 
particularly there is no stipulation entered into at 
this time concerning the existence or extent of his 
authority to prepare, sign or transmit to the United 
States Maritime Commission or its representatives 
a certain opinion appearing as Document IV-C of 
Exhibit F attached to the defendants ’ answer 
herein. At all times herein mentioned said Keith R. 
Ferguson was and acted as one of the executors of 
the Estate of J. Harold Dollar and as attorney 
therefor: to the extent that he acted as attorney 
therefor, the attorney-client privilege is hereby 
waived." 

Mr. Harrison (continuing): At this point we 
wish to offer in evidence article 16, paragraph 14, 
appearing at page 108 of the stipulation, and read¬ 
ing as follows: 

“14. For years prior to and until some time in 
July, 1938, Mr. Irving Frank was attorney for Dol¬ 
lar of Delaware, and during the year 1937, and 
until August 15, 1938, he also acted as attorney for 
Dollar of California and R. Stanley Dollar, and in 
that capacity he advised R. Stanley Dollar and 
Dollar of California from time to time, as and when 
requested, with respect to proposals cul- [1805] 
minating in the agreement of August 15, 1938. He 
did not participate in any discussion with the 
United States Maritime Commission or any repre¬ 
sentatives thereof after the middle of June, 1938.” 

The Court: That is introduced out of an abund¬ 
ance of caution, I take it. The only way in which 
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Mr. Frank appears in this case, as far as I am con¬ 
cerned, is an effort to collect a fee of $35,000. 

Mr. Harrison: Well, if your Honor please, the 
purpose of it was to refer to some errors that Mr. 
Laughlin had concerning— 

The Court: Did he get it, Mr. Harrison? 

Mr. Harrison: I don’t know, your Honor. I 
think he got it, but not from Dollar of Delaware. 

The Court: All right. 

Mr. Harrison: At this point we wish to offer in 
evidence document 2-N-3, being a report of the 
United States Maritime Commission to Congress 
for the period ended October 25, 1938, and speci¬ 
fically pages 10 and 11, and pages 30 to 32 thereof 
—commencing on page 10 with the title “American 
President Lines, Ltd.—formerly Dollar Steamship 
Lines, Inc., Ltd.,” and ending on the following 
page, at the title “Grace Line, Inc.;” and on page 
30, the portion of the document commencing with 
the title “Government-Owned Lines,” and going to 
“Laid-Up Fleet,” at the top of page 33. 

Mr. Siegel: That is 30 to 33?—what is [1806] 
the purpose of the offer from 30 to 33, Mr. Harri¬ 
son? 

Mr. Harrison: The purpose of the offer from 
30 to 33 is the fact that certain public statements 
and documents having been admitted in evidence, 
we wish to show that in the report to Congress, par¬ 
ticularly under the report on Government-owned 
lines, the Maritime Commission does not refer to 
the American President Lines, Ltd. 

Mr. Siegel: If that is the only purpose, we have 
no objection to either offer. 
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Mr. Harrison: The offer on the other pages does 
not refer to that subject. These two pages emphasize 
the contract, to-wit, the control of management 
(handing the report to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 183. 

(The Maritime Commission report to Con¬ 
gress for the period ended October 25, 1938, 
was accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit No. 183.) 


[Plaintiffs’ Exhibit No. 183 reads in part as 
follows:] 

* * * * * 


“Operating-Differential Subsidy Agreements 

“On July 1, 1937, the Commission entered into 
temporary operating subsidy agreements with 16 
steamship companies. Subsequently contracts were 
executed with two others for a period of six months. 
At present 13 companies are receiving Government 
aid in the operation of 148 vessels with a gross ton¬ 
nage of 1,028,398. 

“Subsidy agreements extend for varying periods 
of time, depending upon the age of the vessels con¬ 
cerned and the requirements for their replacement 
in a long-range program. The nature and extent of 
the service operated by each company, as well as the 
provisions for new construction, will be briefly sum¬ 
marized. 

“The circumstances leading to the withdrawal 
from the subsidy program of those companies which 
were granted temporary agreements upon the termi¬ 
nation of their ocean mail contracts is outlined 
thereafter.” 
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* * * * * 

American President Lines, Ltd. 

(Formerly Dollar Steamship Lines, Inc., Ltd.) 

One of the most serious problems facing the Com¬ 
mission during the latter part of 1937 was the mat¬ 
ter of reestablishing the important trans-Pacific and 
round-the-world services operated by the Dollar 
Steamship Line, Inc., Ltd. The company was in¬ 
debted to the Commission in the sum of approxi¬ 
mately $13,000,000, secured by preferred ship mort¬ 
gages on the vessels in the fleet. This amount was 
later reduced to $7,500,000 by application of the 
insurance payments on the S.S. President Hoover. 

Despite the constant endeavor of the Commis¬ 
sion, which included sending members of the staff on 
several occasions to confer with officials of the com¬ 
pany in San Francisco, no satisfactory solution had 
been reached by the end of the year. The then chair¬ 
man of the Commission, accompanied by the general 
counsel and other members of the staff, proceeded 
to the west coast in January 1938 and instigated 
extensive financial readjustments in the various 
companies controlled by the Dollar interests, in or¬ 
der that the line might qualify for a temporary 
operating differential subsidy agreement. The doc¬ 
uments executed in connection with the financial 
readjustment of the Dollar Steamship Line, Inc., 
Ltd., were subsequently compiled and printed by 
the Commission under date of February 17, 1938. 

It was recognized at the time that the action taken 
would merely alleviate the more urgent difficulties of 
the company, without providing an adequate long¬ 
term solution. The financial condition of the line 
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deteriorated during the period of the subsidy agree¬ 
ment so that by August 1938 most of its vessels 
were laid up and the company could no longer meet 
accruing obligations. 

In view of the virtual cessation of service by the 
only American-flag passenger line operating these 
highly essential trade routes, the Commission was 
faced with the alternative of permitting the com¬ 
pany to slip into bankruptcy or arranging for the 
infusion of much needed working capital and funds 
required to repair the company’s vessels in accord¬ 
ance with standards of the Bureau of Marine In¬ 
spection and Navigation. 

On August 15, 1938, an agreement for the reor¬ 
ganization was approved whereby the Commission 
acquired about 90 per cent of the outstanding com¬ 
mon stock of the Dollar Line, in consideration for 
releasing R. Stanley Dollar and Dollar Steamship 
Co. of California from their liabilities as endorsers 
or comakers on the ship mortgage notes held by the 
Commission. 

This adjustment plan was consummated in Oc¬ 
tober 1938 and the Commission as majority stock¬ 
holders obtained complete control in the selection 
of the management. The Reconstruction Finance 
Corporation advanced $2,500,000 for working capi¬ 
tal and the Commission loaned an additional $2,000,- 
000 restricted to vessel repairs which were necessary 
to protect the value of the property underlying the 
Government mortgages. These loans were secured 
by a joint blanket preferred ship mortgage covering 
the entire Dollar fleet of 13 vessels. 

The operating subsidy contract dated October 6, 
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1938, extends for a period of five years. The routes 
to be served by the operator include one from Cali¬ 
fornia port to Japan, China, Philippine Islands via 
the Hawaiian Islands, and a round-the-world serv¬ 
ice from New York via the Panama Canal, return¬ 
ing via the Mediterranean. With the exception of 
the S.S. President Coolidge, which was built in 
1931, the 13 combination passenger-cargo vessels 
which comprise the fleet were completed in 1920 and 
1921. In the provisions for new construction the 
operator agrees to develop a replacement program 
satisfactory to the Commission beginning January 
1,1940. 

* * * * ■* 

Government-owned Lines 

During the past year the Commission has con¬ 
tinued the operation of five steamship lines under 
a form of managing agency agreement providing 
for temporary operation for the Commission’s ac¬ 
count on an actual cost basis. 

The Commission is required by section 704 of the 
Merchant Marine Act, 1936, as amended, to dispose 
of these lines as soon as possible. However, condi¬ 
tions during 1938 did not warrant a readvertise¬ 
ment of any but the American Republics Line. 

The cessation of service by the Baltimore Mail 
Steamship Co. from Chesapeake Bay ports to North 
Atlantic European ports necessitated rearrangement 
of the American Hampton Roads Yankee Line in 
order to afford shippers adequate facilities pending 
the replacement of these vessels by new cargo ships 
with a higher speed. In order to maintain a weekly 
schedule of sailings from Baltimore, two additional 
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vessels were transferred, from the American France 
Line service and a third was withdrawn from the 
laid-up fleet. 

The tabulation of operating results from the fiscal 
year 193S set forth in appendix C indicates marked 
improvement over the previous year. The principal 
contributing factor was a substantial increase in 
average voyage revenue. Despite the high standard 
maintained by the Commission with respect to ship 
personnel and upkeep of the fleet, economies in op¬ 
eration have been effected the past year by requir¬ 
ing the managing agents to adhere to a definite sail¬ 
ing schedule, thus minimizing turn-arounds and de¬ 
creasing port charges. Further savings were ob¬ 
tained through close supervision of all administra¬ 
tive expenses, the consummation of favorable steve¬ 
doring contracts, and more recently, the berthing of 
Government-owned vessels at the Commission’s 
piers in Hoboken. 

As recounted hereafter, the American Republics 
Line, which formerly consisted of a 10-knot cargo 
service from North and South Atlantic ports to the 
east coast of South America, under the operation 
of C. H. Sprague & Son, Inc., has been transformed 
into a passenger and cargo service by addition of 
the three former Panama Pacific vessels now named 
S.S. Brazil, S.S. Uruguay, and S.S. Argentina. The 
remaining Government-owned lines will be offered 
for sale or charter by the Commission during the 
early part of 1939. 

American Republics Line 

The sailing of the S.S. Brazil on October 8, 1938, 
marked the inauguration of the “good neighbor 
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fleet” to the east coast of South America and 
brought to fruition the expressed desire of the Ad¬ 
ministration and the efforts of the Commission to 
provide a first-class service to Brazil, Uruguay, and 
the Argentine. 

The lack of adequate passenger service to this im¬ 
portant trade area has been a matter of official con¬ 
cern for a number of years. Believing that the time 
element could not be ignored and that construction 
of new ships would delay too long the fulfillment of 
frequent promises, the Commission began seeking 
a remedy for this problem more than a year ago. 

In November 1937 the United States Lines Co. 
notified the Commission that the three Panama Paci¬ 
fic Line vessels could not remain in the intercoastal 
trade because of the loss of ocean-mail revenue and 
increased canal tolls, and proposed to place these 
three ships in subsidized service to the east coast 
of South America. At that time the trustees of the 
Munson Steamship Line were maintaining this serv¬ 
ice with four combination vessels and the Commis¬ 
sion had been unable to reach any accord with the 
various participants in the Munson line reorgani¬ 
zation on settlement of the ocean-mail contract held 
by this company. 

Extensive investigations and consultations with 
representatives of the United States Lines Co. and 
the Munson Reoganization Committee were car¬ 
ried on over a period of months. Various proposals 
were advanced by these groups for operating a serv¬ 
ice either independently or jointly, but the merits 
of each proposal were outweighed in the mind of 
the Commission by inherent disadvantages. 
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It was felt that the United States Lines Co. 
should give undivided attention to its transatlantic 
routes, particularly in view of the need for replace¬ 
ment of existing tonnage. In regard to the Munson 
Line, the chief obstacle presented was the com¬ 
pany's status in reorganization under section 77B, 
and the remote possibility that all parties involved 
in the proposed plan of reorganization would agree 
to make the necessary commitments. The Commis¬ 
sion determined, therefore, to acquire the three 
Panama Pacific vessels by transfer from the Ameri¬ 
can Line Steamship Corporation. 

Details of the transfer were worked out with 
representatives of the company, in connection with 
the settlement of its suit in the Court of Claims for 
$1,9S0,72S.25 damages arising from termination of 
its ocean mail contract on route F. O. M. 32. By 
terms of the agreement, dated June 9, 1938, the 
Commission, on the basis of mutual release of all 
claims and dismissal of the company’s pending suit, 
acquired the three vessels of the American Line 
Steamship Corporation, namely, the S.S. Virginia, 
S.S. California, and S.S. Pennsylvania, upon grant¬ 
ing a credit to that company and the United States 
Lines Co. in the amount of $9,889,900. This sum 
represents mortgage indebtedness of approximately 
$5,000,100, and the owners’ equity in the vessels, 
which had a book value on April 1, 1938, of approxi¬ 
mately $10,250,000, based on a 20-vear life ex¬ 
pectancy. 

The higher valuation placed on these ships by 
competent appraisers and the known rise in con¬ 
struction costs convinced the Commission that the 
transfer price was fair. 
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The Commission immediately issued invitations 
to sell or charter these vessels along with the 10 
cargo vessels then operated by a managing agent 
for the east coast of South America service. Bids 
were also obtained and contracts let for recondi¬ 
tioning the ships in accordance with the needs of 
the service. Among the improvements made were the 
enlargement and redecoration of numerous state¬ 
rooms; the installation of a built-in swimming pool 
on the after-deck; improvement of crew's quarters, 
and other features and facilities provided For mod¬ 
ern steamship travel. 

Bids were received from two companies for the 
charter of these vessels, one to begin with the first 
sailing and the other on January 1, 1939. Until 
that date operation was to be for the Commission’s 
account. After consideration of the merits of the 
two bids, the Commission awarded the charter to 
Moore-McCormack Lines, Inc., the high bidder, at 
two bids submitted, the Commission awarded the 
charter to Moore-McCormack Lines, Inc., the high 
bidder, at a basic charter hire of $36,600 per month. 
As this operator had a number of 13-knot cargo ves¬ 
sels available, the Commission agreed to permit the 
substitution of these ships in the service and at the 
same time made arrangements to speed up a number 
of the Commission’s 10-knot cargo vessels in order 
that the service might be maintained with fewer 
ships. An operating differential subsidy agreement 
covering the cargo service was signed on September 
30, 1938. 
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Mr. Harrison: At this point we wish to offer 
in evidence stipulation article 2, paragraph 1, sub¬ 
divisions 3, 4, and 5, commencing at page 19 of the 
stipulation. 

Mr. Siegel: We object, if the Court please; this 
has been previously offered and rejected. 

The Court: I haven’t found it—page 19? 

Mr. Siegel: Page 19, your Honor. 

The Court (reading): “No subsidy was [1807] 
earned by Dollar of Delaware—” 

Mr. Harrison: At the time we offered that be¬ 
fore, your Honor, we pointed out we were offering 
in anticipation of certain evidence by defendants; 
and since then the defendants have offered evidence 
and argument to the effect that the granting of the 
operating differential subsidy in some manner en¬ 
tered into the consideration. 

The Court: It is recited as such, isn’t it? 

Mr. Harrison: If your Honor please, there is 
a recitation to that effect, but in fact there is no 
commitment in the contract to make a subsidy con¬ 
tract. 

The Court: My point is, if this stipulation is 
correct, no operating differential subsidy was 
granted and presumably there was a failure of con¬ 
sideration. 

Mr. Harrison: No, your Honor; we don’t con¬ 
tend that. The stipulation, reading further on, will 
show that the operating differential subsidy contract 
was executed, but that the amounts actually paid 
thereunder were very much less than had been stated 
in the prior statements of the Commission—a very; 
small percentage of the total. 
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The Court: I will receive it, for whatever it is 
worth. 

Mr. Siegel: All we offered was the executed sub¬ 
sidy agreement, and when we did offer it, it was 
objected to on the ground that it was already ad¬ 
mitted and would serve no purpose. When [1808] 
this offer was objected to, the Government refrained 
from offering proof to show this very small amount 
was increased by virtue of tax subsidy, by virtue 
of the fact that it was a subsidized operation, of 
fourteen million dollars, and had the company not 
been subject to the tax exemption, it would have 
been entitled to retain all of the subsidv which it 
was in fact paid. 

If the Court please, this evidence is now received 
to show that they are entitled to retain contingently 
only a limited amount, which is due to the fact that 
they had a tax exemption which created for them 
such a large earning as to bring them within the 
subsidy recapture clause. 

Mr. Harrison: They paid the money back to 
the Government; that is what happened. 

Mr. Siegel: If the taxes had been paid, there 
would not have been any occasion for it. 

The Court: Counsel have been with this case 
longer than I have, and apparently are laying 
emphasis on something which is not too important 
from my point of view. It may be a fresh point of 
view injected into the case, or it may be obtuseness 
on my part. 

Mr. Harrison: I think in view of the fact that 
counsel and ourselves differ only on the law and not 
on the fact, we will not make the offer, if the Court 
please. 
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The Court: Very well. 

* * * * * 

OPENING ARGUMENT IN BEHALF OF 

PLAINTIFFS [1815] 

Mr. Lasky: Our position in this case is funda¬ 
mentally, as your Honor is well aware, that the 
1938 transaction, consisting of the August 15 con¬ 
tract and what was done thereunder, was a pledge 
of the stock in order that the Maritime Commission 
might have voting control and control of the man¬ 
agement until the debt was paid. 

There was, as we have submitted, a substitution 
of collateral; and by that we mean that thereto¬ 
fore there had been a pledge of the credit of R. 
Stanley Dollar and Dollar of California as security 
for seven and a half million dollars, the debt [1816] 
of Dollar of Delaware. In substitution for that 
pledge of credit, there thereafter was a pledge of 
stock. 

We say the 1938 transaction was just a substitu¬ 
tion of collateral, and we base our case upon three 
main and fundamental propositions: 

The first one is that the United States Maritime 
Commission, under the law, had no authority to 
take outright title, and its authority was limited 
to taking title as collateral security, and that conse¬ 
quently what it did do was no more than the law 
permitted it to do. That is our view of the law, and 
if we are correct in it, as we think w’e are, that is 
the end of the case. 

Our second main point is that if you take this 
contract of August 15 and construe it on its face, 
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or construe it under rules of interpretation applic¬ 
able to any kind of contract whatever, it will be seen 
to be nothing but a pledge. 

Our third major point is that if you take and 
consider this contract, by reason of the situation 
in which it was evolved, by reason of the fact that 
it arose out of a debtor-creditor relationship, a 
mortgagee-mortgagor relationship, you will find 
that law and equity impose upon that contract the 
character of a pledge, and will permit of no other 
character, regardless of what may have been the 

conscious intention of the parties. 
***** 

Now, Mr. Harrison and I have divided up this 
argument between us. Prom the nature of [1819] 
things, our first point as to legality involved no evi¬ 
dence; and, from the nature of things, the con¬ 
struction of the contract, on the basis of ordinary 
means of interpretation of a contract, that has in¬ 
volved relatively a small part of the evidence. 

And it was our third point that took the greater 
portion of the evidence; and since Mr. Harrison 
took the major part in putting in the evidence, he 
will discuss that third point, and in great detail. 

I had intended to confine my part of the argu¬ 
ment to the first two points, namely, the legal au¬ 
thority of the Commission; and, secondly, the in¬ 
terpretation of this contract under the ordinary 
canons of interpretation—and we think, on both of 
them, a judgment should go for the plaintiffs. 

Let me turn first to the question of the Commis¬ 
sion’s legal authority. As we have said, we contend 
the law conferred upon the Commission no author- 
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ity to purchase stock, and that the law limited the 
authority of the Commission to take it as collateral 
to secure debt. We go further and say, and in due 
course I shall argue, that the law prohibited the 
Commission from acquiring those shares outright 
—that not merely was there a lack of authority, but 
express prohibition. 

* * * # * 

Mr. Lasky: If the Commission did not [1821] 
have authority, then of course it follows that the 
judgment must go for the plaintiffs in this case. 
That is the law of the case and it has been so de¬ 
cided by the United States Supreme Court and the 
Court of Appeals, because the Supreme [1822] 
Court said: 

“The allegations of the complaint, if proved, 
would establish that petitioners are unlawfully with¬ 
holding respondents’ property under the claim that 
it belongs to the United States. That conclusion 
would follow if either of respondents’ contentions 
was established: That the Commission had no au¬ 
thority to purchase the shares or acquire them out¬ 
right * * *” 

* * * * * 

Now, if your Honor please, I have covered [1847] 
that portion of the argument having to do with the 
fact that no matter where you look in the statute, 
you will find no authority conferred upon the 
United States Maritime Commission to buy this 
stock and to take title outright. 

Let me turn to another phase of that matter, 
what I referred to in the opening of my argu¬ 
ment as absolute prohibition. 
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* * * * * 

I submit, in this part of the presentation, in [1921] 
the time available, number one, the Commission had 
no legal authority to purchase the stock, and only 
under Section 207 could they take it as collateral; and 
I submit, secondly, that under ordinary principles of 
contract construction, that contract was a pledge; 
and that construction is consistent and is the only 
construction consistent with what I claim to be the 
moral and equitable result of this case. 

* * * * * 

The Court: Suppose the Commission foreclosed 
the obligation represented by the mortgage notes. 
Let us forget the Dollar Line. Under the [1820] 
Act, as I understand it, there can be construction 
money loaned out to a line. Let us assume that is 
done. Let us assume it is in default. What does the 
Commission do? It forecloses, doesn't it? 

Mr. Laskey: It forecloses. 

The Court: And if it forecloses, by foreclosing it 
takes title. 

Mr. Lasky: It could foreclose and buy in at the 
foreclosure sale and by that manner it could acquire 
title. 

The Court: So therefore the Commission can ac¬ 
quire title. 

Mr. Lasky: In that manner alone. But in this 
case we had no such thing. They did not foreclose. 

The Court: The Commission is acquiring title by 
this foreclosure? 

Mr. Lasky: If it purchases it at a foreclosure 
sale. 
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The Court: Let us assume there is a default. The 
money of the United States has gone into the con¬ 
struction of a ship, and there is a default. The Com¬ 
mission forecloses, doesn’t it? 

Mr. Lasky: Yes. 

The Court: Where does title go? 

Mr. Lasky: If the Commission purchases it at 
that foreclosure sale, the United States would get 
the title. 

The Court: So, therefore, the Commission could 
take title in some circumstances. [1821] 

Mr. Lasky: It could take title in that circum¬ 
stance. And in due course I will refer to just the 
case on that point, the case of Neilson versus La- 
gow, I believe at 26 Howard. 

The Court: Your position is that it could take 
title, if this was an out and out transfer— 

Mr. Lasky: That is right, in that one manner 
only. 

The Court: Could it take title by sale ? 

Suppose the Dollar Line wanted to sell the line 
to the Government? 

Mr. Lasky: We say the Commission had no au¬ 
thority to buy that. We say, as the defendants con¬ 
strue it, it is a sale, and it doesn’t matter whether 
the Dollars came to the Commission and said, “We 

want to sell it to you,” it could not have been sold. 

* * * * * 

The Court: If A intends to convey to B, and B, 
by virtue of some disability cannot take the convey¬ 
ance, even though A intended to convey to B, the 
conveyance is not valid? Is that the point? 

Mr. Lasky: The conveyance is not valid. 

The Court: All right. [1828] 

Mr. Lasky: Also, since the parties are presumed 
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to know what the law was, it should be assumed they 
intended to give the Commission only as much as 
the Commission could legally take, to-wit, collateral, 
until the debt is paid. 

* * * * * 
Mr. Lasky: 

First, ordinarily speaking, the United [1831] 
States must be paid in money only, for debts owing 
to the United States, and that is provided by Title 
31, U. S. Code, Section 198. 

Now, it is true that there are statutes conferring 
upon certain executive departments of the Govern¬ 
ment power to compromise a claim. But that statute 
is quite precise as to what executive department of 
the Government may exercise that power. I refer to 
Section 194 of 31 United States Code. That savs 
that the Secretary of the Treasury may [1832] 
enter into compromise arrangements. In other 
words, the power is conferred upon him. 

Now, by judicial construction and by Executive 
Order issued under one of the Reorganization Acts, 
it is also held that if a case is referred to the Attor¬ 
ney General, for the course of litigation, he may 
settle the litigation. But the Attorney General has 
held by an opinion that this statute giving the power 
to compromise requires two elements— 

First, there must be a claim of doubtful legality; 
and, secondly, there must be a claim of doubtful 
collectability. 

***** 
The Court: Did I understand you to say that 
the Secretary of the Treasury is limited, in compro¬ 
mising claims, to the receipt of legal tender? [1833] 
Mr. Lasky: I haven’t made myself clear. He is 
not, if the Court please, if there was a disputed 
claim, either as to collectibility or validity; he can 
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compromise and accept other things than money. 
That is correct. 

♦ * * * * 
Mr. Lasky: 

Now, if Your Honor please, when a debt is joint 
or several, it is but a single debt, and single and 
indivisible debt; and one part of it cannot be paid 
off unless it inures to the benefit of all. [1896] 

We rely for this on what we consider to be im¬ 
peccable authority, to-wit, the Restatement of the 
Law of Contracts, Section 120, and Williston on 
Contracts, Revised Edition, at pages 1008 to 1011; 
and to summarize what that states, it is this: 

If you have two or more obligors, and one pays 
in whole or in part, in the manner provided in the 
contract, the payment redounds to the credit of all 
of them, whether the liability is joint, joint and sev¬ 
eral, or merely several; and no agreement to the 

contrary will be given effect. 

* * * * 

Mr. Laskv: 

* 

If the obligation is merely several, such an agree¬ 
ment may be regarded, but even then the law will 
avoid the result if in any way possible, and will do 
everything possible to construe the contract other¬ 
wise. 

* * * * * 

The Court: That mail pay was withheld [1938] 
in this sense, that some of the money was used in 
being offset against the outstanding indebtedness? 

Mr. Harrison: In October, later, Your Honor. 
But from the period when it was first withheld, in 
December, until October of 1938, when it was offset, 
it was held within the exclusive possession of the 
Commission and was not available— 
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The Court: You don’t raise any question as to 
the validity of the offset, do you? 

Mr. Harrison: Oh, no, Yoqr Honor. 

The Court: In other words, the creditor had the 
right to do that? 

Mr, Harrispn: Yes, Your Honor. Many of the 
powers to which I will refer, I do not deny the legal 
right of the Commission to perform. In our argu¬ 
ment here it is not intended to charge the Commis¬ 
sion with malfeasance in office. We are not here 
complaining that the Commission did not perform 
its duty as it saw it under the law. What we are 
arguing to this Court is that because of a succes¬ 
sion of circumstances, a succession of severe and 
persuasive acts, however much justified and how¬ 
ever well within the power of the Commission, that 
because of what was done over the period of time, 
equity will treat the contract of August 15, 1938, 
as a pledge. Once the Court does, once the [1939] 
court of equity treats that contract as a pledge, any 
question of the propriety of the conduct of anyone 
disappears, because the Court will then have im¬ 
printed upon the contract a meaning that is consist¬ 
ent with fair dealing throughout and due regard for 

the rights of the mortgagor at that time. 

* * * * * 

Mr. Harrison: What was the situation [1945] 
when the January agreement was finally signed? 
As a result of that agreement, $500,000 of new capi¬ 
tal was loaned to the company, one-half by the 
Anglo California National Hank and the other half 
by subsidiaries of Dollar of Delaware; 

$800,000 was contributed to capital by the sur¬ 
render of trade creditors’ obligations; 

One m il l ion and some hundreds of thousands of 
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dollars, by the surrender of the debt of the Anglo 
Bank; 

A million and a half by the surrender of debts 
owing to companies in which the Dollars were in¬ 
terested. 

But due to the qualifications that those surrenders 
and releases would not be effective unless within a 
period ending, for the purpose of the argument here, 
on April 25, when first the cash and the debentures 
would be issued in exchange for the releases. [1946] 
At the same time the company had withdrawn, on 
December 30, the next to the last day it was per¬ 
missible under the law to file such claims, its suit 

for $6,000,000 for cancellation of mail contracts. 

* * * * * 

ARGUMENT ON BEHALF OF DEFENDANTS 
Mr. Siegel: If the Court please, the de- [1982] 
fendants' position may be stated very simply. In 
our view the evidence establishes that the contract 
in controversy was intended to convey and trans¬ 
fer absolute title to the United States, represented 
bv the Commission. Secondlv, the contract as thus 

construed is within the lawful authoritv of the 

% 

Commission. 

The Court: That is what I want to hear you on 
first. 

Mr. Siegel: I will come to that in just a moment. 
And the third, if your Honor please, is that the 
contract, as thus construed, was eminently fair and 
reasonable. 

I had intended to discuss very briefly what I con¬ 
sidered to be the avowed admissions of the plain¬ 
tiffs as to the intent of the contract. But if your 
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Honor wishes me to turn to the authority of the 
Commission— 

The Court: First of all I am concerned with 
the authority of the Commission to undertake to 
accept what the Government claims is an absolute 
transfer of title. 

Mr. Siegel: If your Honor please, I would be 
very glad to turn to that question first, and at this 
time I should like to submit to the Court a memo¬ 
randum which we prepared on the legislative his¬ 
tory and intent of Secton 207 of the Merchant Ma¬ 
rine Act; also a copy of the opinion of Mr. Geaslin 
of April 6, 1938, referred to in his opinion of July 
20, 1938, and contained in the Second Blue [1983] 
Book. 

The Court: Then I take it you are relying for 
the authority of the Commission, upon Section 207, 
which is 1117 in Title 46 of the United States Code 
Annotated. 

Mr. Siegel: Let me make my position very clear, 
your Honor. We rely upon the amendment of Sec¬ 
tion 207, only as a reenactment of Section 207, con¬ 
stituting an adoption of the construction placed upon 
that section in the committee reports of the House 
and Senate committees reporting the bill. 

The Court: Now, if 207 does not give the Com¬ 
mission that authority, then the defendants’ case 
falls? 

Mr. Siegel: That is true, your Honor, if the 
plaintiffs may raise the question of statutory au¬ 
thority in this case. I will of course discuss that 
question also. But I first address myself to the ques¬ 
tion, on the merits, whether or not in fact the statute 
confers that authority. 
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The Court: Suppose the statute does not [1983] 
confer that authority; what is your position then? 

Mr. Siegel: Our position, if Your Honor please, 
if we come to that, is that the plaintiffs in fact can¬ 
not raise the question of statutory authority, for 
several reasons which I had intended to discuss 
after I had first discussed statutory authority. 

The Court: Assuming now, for the sake of our 
discussion, there is no statutory authority, [1984] 
where does that leave the Maritime Commission? 

Mr. Siegel: With the stock, if Your Honor 
please. 

The Court: Legally, where does that leave the 
Maritime Commission? 

Mr. Siegel: With the title to the stock, for the 
reason that the plaintiffs are estopped to raise any 
question of the validity of the statutory authority 
of the Maritime Commission to take the stock; 
and they are barred for the further reason that it 
was an executed transaction which cannot be set 
aside on grounds of alleged illegality at this state; 
and, third, that on the issue of illegality, as distin¬ 
guished from the issue of pledge, they are barred 
by the statute of limitations. 

Those reasons, and others, if Your Honor please, 
bar the plaintiffs from raising that question. But I 
had not intended to raise the technical issues first. 
I wish to satisfy the Court first, if I can, as to the 

Commission's power to take it. 

****** 

The Court: Then your answer is, as far [1988] 
as anything by way of statutory enactment is con- 
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cemed, the power, if not expressed in 207, is im¬ 
plicit there by reason of its history? 

Mr. Siegel: That is right, Your Honor; and I 
have said the United States may take property, and 
the question is who may take it. Unquestionably the 
Emergency Fleet Corporation could have taken the 
property, by reason of its power to settle and adjust 
claims in behalf of the Emergency Fleet Corpora¬ 
tion. 

The legislative history of Section 207, and partic¬ 
ularly that part, thereof which deals with the au¬ 
thority of the Comptroller General, leaves no [1989] 
doubt, in our view, that the Congress deliberately 
intended the Commission should have the same au¬ 
thority to settle and adjust claims by and on behalf 
of the Commission, as the Emergency Fleet Cor¬ 
poration had in respect of claims by and on behalf 

of the Emergency Fleet Corporation. 

* * * * * 

The Court: Very well, gentlemen. [2029] 

^ (Accordingly, at 3:30 p.m., the trial was con¬ 
cluded and this Court adjourned until 10 o’clock 
tomorrow morning, Wednesday, May 12, 1948.) 



